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amonget individual producers and amall enterprises, founding enterprises on a huge 
acale and also instituting a planned distribution of labor within enterprises. 
Beginning from the 15th century, after passing through the etages of simple coopera- 
tion, workshop handicrafts and large-scale industry, powerful forces of production 
were created. This is the reason why factories which operated in a coordinated way, 
through the collective utilization of the means of production by a large number of 
people, were able to supplant emall workshops. The latter process came about be- 
cause this kind of “planned organization gust be more effective than the haphazard 
distribution of labor; goods produced in factories where socialized labor is in 
operation must be cheaper than those produced by scattered small producer." (Engels: 
"Anti-Dubring"” “Selected Works of Marx and Engels,” vol 3, pp 309-310) This is 

to say that the capitalist economy, taken overall, is basically unplanned, but that 
within an enterprise it is, on the contrary, planned. Moreover, the planned nature 
of an individual capitalist enterprise, in step with the advance of science and tech- 
nology, and in keeping with the 200 or 300 years’ experience accumulated by capital- 
ist management and administration, the modernization of capitalist enterprise manage- 
ment and the capitalists’ strenuous efforts in subordinating their economic activi- 
ties to the objective demands of the law of value, has further developed the planned 
nature of large companies and large sonopolistic organizations, and has transcended 
national boundaries to develop into the planned nature of international corporations. 
In order to facilitate the profitable organization of production operations, the 
scope of planning is becoming increasingly extensive, ite content is becoming in- 
creasingly comprehensive, and its different varieties likewise more and mre numerous; 
since its methods are continually being improved, the quality of planning is also 
continually being raised. In the United States, for example, many large corporations 
formulate long term and short term plans: drawing on their long experience of cre- 
ating new kinds of airplanes, new styles of automobiles and new chemical products, 
from the forming of a concept to starting up production, the Lockheed Aircraft Corp- 
oration, General Motors, and the DuPont Chemical Corporation have all worked out 

5 or 10-year long term palns. The contents of these plans include important aspects 
and points relating to the manufacture of new products. After the long term plans 
have been drawn up, in order to adapt to market changes and new developments in 
science and technology, appropriate additions, revisions and supplements must be 
made to them every year. At the ss e time, these corporations strongly emphasize 

the integration of annual, quarterly and monthly plans in the formulation of their 
short term plans and stress that the plans should reach the units which have to 
carry them out before the start of the peridd to which they refer. 


Second, it is not only enterprises and trusts which have internal planning; in the 
capitalist countries, certain ministries and departments also possess specific plans. 
Why is it that U.S. agriculture is so advanced? Apart from the existence of ex- 
ceptionally favorable natural conditions, the U.S. has enormous experience in, and 
a whole series of methods for, developing agricultural production and carrying out 
agricultural modernization, and the U.S. Government's intervention in, and planned 
regulation of, agriculture has played a significant role in the development and 
modernization of U.S. agriculture. The U.S. policy in agriculture is admittedly 
the implementation of free regulation by market mechanism; nevertheless, the U.S. 
Government put into effect, at an early date, various plans to facilitate its in- 
tervention in or adjustment of agriculture. For instance, the adjustment of agri- 
cultural production was carried out by means of the formulation of a plan for the 
nation's overall cultivated area. Its contents are announced before the start of 








each year's sowing season. The extent of the cultivated area stipulated in the plan 
is calculated on the basis of requirements for domestic supply, net export and re- 
serves. If a farmer voluntarily leaves fallow land which was used for growing a 
crop where a serious overproduction exists, if he is a participant in this plan and 
acts according to the terms of the contract, he may receive from the government a 
subsidy for his fallow land. The Department of Agriculture implements stabilizing 
plans in respect of many agricultural products: for example, if, after harvesting, 
selling conditions for an agricultural crop are not favorable, a farmer may decide 
not to sell this agricultural product, and use it instead as a pledge to raise a 
loan; in this case, the price of the pledged goods according to the pian will be 
higher than the market price. If the market price rises, the farmer can then sell 
the goods, and repay the original loan. If the market price remains lower than the 
planned price, then the farmer can transfer the pledged goods to the government at 
the planned price, in order to make good the original loan. Apart from these mea- 
sures, the U.S. Goverment has also drawn up plans for foreign "aid" in grain, plans 
to safeguard agricultural resources, and management plans to safeguard the interests 
of consumers of agricultural products, in order to alleviate the “overproduction"™ 
crisis. All these plans have played a certain part in promoting U.S. agricultural 


development . 


Furthermore, certain regulation by planning mechanism of the entire society's pro- 
duction has been realized. Modern capitalist production is highly socialized pro- 
duction, and certain proportional relations must necessarily exist in the reproduc~- 
tion of the society as a whole. It is only that its proportionality is brought 

into being through the spontaneous adjustments of the law of value. The correct 
level for such adjustments is often only apparent after the event, and also does not 
remain stable; this my be true to the extent thet the equilibrium must be forcibly 
regained after critical disruptions have occurred, with the resultant crippling 
costs and enormous losses. 


However, even at the stage of free-competition capitalism, bourgeois countries have 
intervened in a positive way in certain aspects of social production, so as to pro- 
mote the development of the capitalist economy. They have decided the general legal 
scope of economic activities, upheld the capitalist system of private ownership, 
developed basic installations such as roads, bridges, canals, posts and telecom- 
munications, and so forth, adjusted economic relations with foreign countries, with 
the aims of reducing the indiscriminate nature of the capitalist economy and allowing 
it to achieve a proportional development and reduce its losses in the milieu of free 
competition. For example, in the 19th century, in order to promote the opening up 
of regional economies, the U.S. Government encouraged the construction of railroads, 
stipulating that for every mile of railroad built, the railroad company was to be 
allocated ten miles of land, along both sides of the track, as well as a subsidy of 
$16,00-48 ,000. With the government's encouragement and assistance, U.S. railroad 
construction underwent a rapid development, so that in the latter half of the 19th 
century, five railroad tracks were constructed which spanned the entire continental 
United States, and the construction of railroads became the crux of U.S. economic 
development in the 19th century. Equally, the U.S. Goverment adopted sweeping 
politices to foster capitalist development, and in the 19th century it carried out 
the policy of protective tariffs, with customs duty as high as 40-50 percent, which 
effectively protected U.S. economic interests and encouraged the formation of a 
broadly based and unified domestic market in the United States. 











In the closing years of the 19th century, with the rise in the degree of social- 
ization of productionand labor and the establishment of the rule of monopolistic 
capitaliam, the capitalist classes were spurred on to the further use of state ma- 
chinery to intervene in economic life and the modern capitalist economy had already 
reached a state in which it was no longer completely government-run. In the period 
of the Firet World War, in order that all economic activities might serve the aim of 
continuing the war, and so as to remedy the imbalance between resources and require- 
ments, some imperialist countries took various positive steps to adjust their con- 
trol of such thinge as production, the distribution of raw and processed materials 
and commodity prices, which was the embodiment of the phenomenon of large-scale 
state internvention in the economy. The imperialist period was no longer simply the 
era of big capital monopoly; it was also the period when monopoly capitaliem wae 
transformed into state monopoly capitalism. Its special characteristics were the 
integration of the enormous forces of the state and of capital into a single struc- 
ture, the integration of the people in their multitudes within the production rela- 
tions of state monopoly capitalism, the assumption by the state of certain funccions 
of economic organization, and the implementation of fairly good regulation by plan- 
ning mechanism in the economic life of the society as a whole; it was one of the 
important manifestations of state monopolisn. 


The economic crisis which first broke out in the U.S. in 1929 engulfed the entire 
capitalist world. in order to deal with the serious economic crisis and the threat 
of imminent revolution, the newly-elected U.S. President Roosevelt launched his so- 
called “New Deal" as soon as he had been sworn in, in 1933. This was an attempt to 
rescue the U.S. from the crisis by means of state measures for the “regulation” of 
the economy. Its general methods thus consisted of comprehensive state interven- 
tion in economic life, the strengthening of state monopoly capitalism, and the im- 
plementation of a series of measures for regulation by planning mechanism. Signi- 
ficant measures were the devaluation of the U.S. dollar, the abolition of the free 
exchange of paper currency for gold, the control of commodity prices, the limitation 
of private production and investment, and the absorbtion of a great number of the 
unemployed into public construction projects through the allocation of funds from the 
Federal budget; in the agricultural sector, an “agricultural reorganization bill" 
was put into effect, through large-scale state purchase of agricultural products, the 

area of land under agricultural cultivation was reduced, and agricultural compen- 

sation paid out, and so ov. The U.S. propaganda organizations called Roosevelt's 

“New eal” a kind of "planning" to ensure flourishing production, and asserted that 

the United States, under the “New Deal" would have “planned capitalism with no crises." 

This was, of course, a propaganda strategem, but certain of the planned readjustment 

measures taken under Roosevelt's "New Deal" really did achieve results, within a 

specific period and in certain fields, bringing about temporary economic recovery, 

and strengthening the dominant position of monopolistic organizations. 


In his discussion of the historical position of _mperialism, Lenin made a thorough 
analysis of certain new conditions which appeared after the occurrence of the great 
rise in the level of socialization of production, during the stage of monopolistic 
capitalism. These conditions included the enormous increase in size of the large 
enterprises--according to accurate estimates based on a large mass of data, they 
obtained possession of two-thirds, or even three-quarters of the total raw materials 
essential to the masses of American citizens; the transportation of these raw ma- 
terials to the most convenient production sites was carried out in a planned way, 
(sometimes the distance between materials and production site was several hundreds, 
or even several thousands of 11); all the various working procedures involved in the 








a 


production of a large range of goods, from the porcessing of raw materials right up 
to adding the finishing touches, were directed from a single nodal point; the dis- 
tribution of these products to the consumers in their tens and hundreds of millions 
was effected in accordance with a plan. All these conditions reflect the objective 
process of the increase in planning in the wake of the developmeat of the social 
forces of production during the stage of monopoly capitalism. In some Western cap- 
italist countries, a certain level of regulation by planning mechanism of the entire 
society's production and distribution, carried out by the state on the basis of 
market effects, has now become a new characteristic of the present-day capitalist 
economy. 


II 


After the Second World War, several important capitalist countries, such as France 
and Japan, vigorously promoted economic planning, and widely practiced state plan- 
ning and regulation on the basis of the capitalist market economy. This had a 
tangible effect on the recovery and development of their national economies. Between 
1947 and the present, the French Government has drafted and carried out seven con- 
secutive medium term economic plans, and is due to start the implementation of the 
eighth next year. In the 10 years immediately following the war, the Japanese 
Government successively drafted more than 10 informal plans. Startingfrom 1955, 
Japan formulated nine official medium term plans, and is now in the process of 
carrying out a new economic and social 7-year plan (1979-1985). 


The fundamental reason why postwar France and Japan, among other important capital- 
ist countries, have put into effect economic planning, was to attempt to find a solu- 
tion to the consequences of the increasingly acute internal and international con- 
tradictions inherent in modern capitaliem. This economic planning has four import- 

ant aims: 


First, to resolve postwar economic difficulties by relying on their national economic 
strengths. To take France as an example, its economy was seriously disrupted in 
the course of the Second World War; there were serious shortages of raw materials, 
fuel, foodstuffs and housing, the currency was inflated, communications were para- 
lyzed, and production installations and methods were obsolete. Under these con- 
dictions, the only way to effect a quick economic recovery was to rely on national 
strengths. Thus there was an urgent need for the government to formulate national 
plans, so as to quickly revive the economy. France's first economic plan (also 
called the Monnet Plan), was a plan covering the years 1947-1953 for the rebuilding 
of France and its economic recovery. By 1953, the French economy had not only com- 
pletely recovered, but certain aspects had improved considerably compared to the 
prewar period. Between 1946 and 1955, Japan also drew up a total of more than 10 
informal plans including the “Plan for Economic Revival" and the "3-Year Plan for 
Economic Self-Sufficiency."” The Japanese Government took as the objective of its 
central plan the implementation of a “biased production pattern,” emphasizing sup- 
port for the development of basic industries such as coal, electric power and 
artificial fertilizers, as well as various other kinds of powerful policies and 
measures, promoting the rapid recovery of the economy. By the beginning of the 
1950's, the Japanese economy had already regained its prewar level. 














Second, to quickly develop the economy, promoce modernization, and consolidate 

the rule of monopoly capital, by seans of economic planning. Even during the Second 
World War, the Prench Resistance sovement advocated postwar reform of the social 
economy, state organization of the economy, and the formulation and implementation of 
national economic plans, in order to remold France's economy and to raise the na- 
tion's political and economic position. Just as France's former Prime Minister M. 
Chalan-Delmas said, the goal of France's plans is "France's independence"; "France 
must make use not only of military methods for self-defense, but gust also defend 
itself particularly by means of economic expansion.” This requires that the state 
should carry out even sore economic functions and that the state's role in eco- 
nomic regulation and intervention should be increased in order to direct the de- 
velopment of the economy towar predetermined planned goals. Between 1956 and 1973, 
Japan effected a swift expansion and moderniiation of its economy. During this 
stage of development, Japan formulated a total of six medium and long term plans, 
including the famous “Plan for the Doubling of National Income” (1961-1970). The 
aim of this plan was to transform the state of affairs in which Japan lagged behind 
other leading capitalist countries in science and technology, industria. structure, 
production levels, economic results, solving the severe and protracted postwar 
unemployment problem, achieving full employment and also bringing about a rapid 
rise in national living standards. On the basis of having solved these two big 
problems, the Japanese Government gradually altered the direction of development of 
its medium and long term plans, making a clear change away from its former simple 
“economic development plaus,"” to “economic and social development plans." It in- 
creased plans for "social" development, exploiting talent, transforming the state 
of affairs in which public facilities lagged behind the development of production 
and the improvement of life, emphasizing cultural facilities, conservation of the 
e. vironment and social welfare. 


Third, to try to redress the undiscriminating nature of markets, to prevent the 
harmful effects of the market on the social economy, and to reduce the drawbacks of 
spontaneous market regulation by mark mechanism. The late President de Gaulle of 
France indicated that the aims of French economic planning were "to mold the scat- 
tered and multifarious types of production into an integral whole," "to make good 
the defects of freedom, while ensuring that its good points are not lost." Plans 
“must not sup ess the pioneering spirit, must not inhibit competition nor damage 
equitable pro‘its," and they should act as a kind of “lever” to promote "the 
realization of a high production rate" in the business world, "causing all enter- 
prises to join together, and setting them an example for competing in overseas mar- 
kets." Some French economists look on planning as a “tool for regulation by market 
mechanism." In general terms, France's planning is not the state domination of the 
economy, but is rather an attempt to use and control markets by economic means, 
according to a plan, and on the basis of the.market economy. The functions of 
planning lie in the analysis and prediction of economic trends, the expression of 
the state's socio-economic policies and the direction of development it proposes to 
take, and the use of economic measures to influence the economic activities of 
state-run industries, private enterprise and individuals. 


Japan's regulation by planning mechanism also has its foundations in the market 
economy; by means of comprehensive forecasting, its medium and long term plans pro- 
vide a clear impression of the direction and overall appearance of economic and 











social development, and its government similarly uses economic measures to guide 
the progress of private enterprise in the direction indicated by the plans, so as 
to reduce the indiscriminate nature of economic development. This is an important 
reason for the emphasis which is at present being put on market surveys, market 
analysis an’ market forecasting in the West. It also accounts in some degree for 
the rise of “economic prediction,” and “futurology." 


Fourth, to serve as a measure for combating economic crises, and insuring stable 
economic progress. For example, in the W years following the war, the Japanese 
Goveroment's investment in public industries in years of economic crisis far ex- 
ceeded that in years when there was no crisis; in other words, the growth rate of 
government investment at all times formed a counter-trend to changes of the economic 
cycle. In years of crisis, when there was a fall in production in the mining in- 
dustry, the scope of government investment always increased. According to Japanese 
statistical data, in crisis years, the amount of government investment shows an 
increase of about 20-30 percent over that of the previous year, while in crisis-free 
years, the increase over the preceding year is only around 10-20 percent, and for 
certain years the increase is even smaller. 


Important ways in which regulation by planning mechanise has been realized in 
capitalist countries are as follows: 


First, state budgets and government investment are the direct weihods of carrying 
out regulation by planning mechanism. In France, the state budget and the social 
welfare funds allocated by the govermment at present account for approximately half 
of the national income, and the direct expenditure on investment allowed for in the 
national budget constitutes about one quarter of the total national investment; if 
loans extended from state funds and all forms of subsidies are added to this figure, 
it then constitutes roughly 50 percent oi the total national investment. As a further 
example, government allocations annually accounted for 20-25 percent of the nation- 
al income during 1946-1977. The funds needed for the expansion of the heavy chemi- 
cal engineering industry in postwar Japan were raised mainly through government in- 
vestment and loans. According to statistics, postwar public investment by the Ja- 
panese Government increased at a much faster rate than did private investment. In 
the years 1960-1976, private investment increased 7.5 times, while government pub- 
lic investment increased 11 times. The govermment investment was used mainly for 
machinery, construction of factories, for harbors, railroads and waterways of various 
sizes, and for similar production facilities. These investments, funded by the state 
budget, necessarily affected and regulated the market activities of Japan's means 

of production, increasing the demand for steel, cement, timber, machinery and other 
weans of production, and thereby guiding the economic activities of private enter- 
prise onto the course prescribed by economic planning. 


Second, economic policy is a significant means of guiding the economy, regulating 
markets and putting plans into effect. In practice, it is clear that capitalist 
countries can, to a certain extent, regulate the building up of construction and the 
fluctuations between supply and demand in markets by means of economic policies 
covering tax revenue, subsidies, awards, credit, foreign exchange, currency, prices 
and so on; through policies on energy resources and technology, thev are able to 
guide the exploitation of resources, make use of new technology, and improve produc- 
tion conditions; by means of policies covering workers’ wages, social welfare, 











savings and so forth, they can regulate employment revenue and consumption levels. 
The various policies directly and indirectly regulate and influence the economic 
activities of businesses and individuals, and, to a certain extent, suit them to 
the requirements of planning. For example, in France, if an enterprise undertakes a 
project planned by the state, the state will supply funds under the terms of a 
“planned contract,” and will also give preferential treatment to the enterprise, 

in the form of loans, subsidies, tax reductions or remittances, and so on. Since 
the 1950's, a special credit system has been in operation in Japan, whereby the 
goverument, acting through the Bank of Japan, stipulates the number of loans which 
may be issued by individual commercial banks, and decides their management orienta- 
tion, so as to control] the economic activities of enterprises, and to insure that 
enterprises’ policy decisions are in keeping with the requirements of economic plan- 
ning. 


Third, the far-reaching recruitment of representatives from all walks of life to 
participate in the forecasting of market trends and the formulation of economic plans. 
For instance, in the drawing up of its plans, France places much emphasis on recruit~ 
ing representatives from the world of business, the trades unions, farmers’ organ- 
izations and the consumers to take part in planning work, and formulates its plans 
on the basis of forecasts and consultations, thereby causing planning to be better 
suited to the markets, and making the two complement each other better. Thus the 
French Government's emphasis on consultation has always been fundamental to France's 
Planning. Japan's economic planning takes the form of the prime minister seeking 
advice; the prime minister's requests for advice are answered by the Economic Ad- 
visory Commission, (the center for drawing up plans, a subsidiary body of the eco- 
nomic planning board). When the Ikeda cabinet was drawing up the "Plan for the 
Doubling of National Income," the Economic Advisory Commission formed four sub- 
committees and eventually set up a further 16 special committees to deal with the 
allocation of investment capital, the commmications system, lar’ ind water conserv- 
ancy, energy policy, wages and employment, living standards, and so on. Prime 
Minister Ikeda appointed 239 committee members, among whom were entrepreneurs, 
economists, newsmen and trades unionists. Experts on Japan believe that vsing the 
method of advice and consultation has three main functions: 1) tt makes possible 
the pooling of wisdom, as well as the full use of the learning, experience and 
powers of judgment of the committee members; 2) it allows speedy attention to be 
given to all manner of suggestions, and the consultation of the interests of all 

the various members of the committees, and 3) it allows the members to gain an un- 
derstanding of, and to support, the objectives and policies of the plans, through 
formulation and consultation. 


Fourth, the establishment and consolidation of all kinds of organizations, funding 
organizations and functional companies for the implementation of plans. For example, 
apart from carrying out planned adjustment through the various government departments, 
the planning commission, and state financial bodies, France has also set up all kinds 
of funding organizations and functional companies to form an implementation struc- 
ture for regulation by planning mechanism. There are organizations for the funding 
of economic and social development, territorial reclamation and improvement works, 
and the preservation of nature and the environment, and so on. As for the func- 


tional companies, there are national equipmeamt companies (companies for promoting 
regional construction), a central real estate company (to assist regional basic 














construction), land reclamation and rural construction companies (which are re- 
sponsible for the purchasing of waste land, the concentration of landholdings, and 
the improvement of the farming structure), and so forth. 


Fifth, the drafting of economic laws and the stipulation of criteria for economic 
activities, insuring the implementation of plans. Economic legislation is the con- 
crete manifestation of economic policy and only wien a strong and complete legisla- 
tion exists for intervention in and supervision of economic activities can the ef- 
fective enforcement of economic plans be guaranteed. In Japan, when a solution to 
important problems arising in the formulation of economic plans hes been reached 
through investigation and research, appropriate economic regulations are drafted, 
or existing ones revised, for the allocation of funds. Thus, in the formulation 
of the "Plan for the Doubling of National Income," almost 90 proposed laws were 
drawn up or amended to facilitate the coordinated execution of the plan. France 
has formulated laws covering almost the whole spectrum of economic activities in 
order to promote the execution of its plans; for instance, there are trade laws, 
factory laws, labor laws, laws on agricultural policy and for environmental protec- 
tion, social laws and others. 


Economic planning has played a positive part in the postwar economic recovery, ad- 
justment and reforms of Japan and France. Because the plans are in general of a 
directive, predictive and consultative nature, and also because they stress ar -nd- 
ment and adjustment during the process of implementation, they are able to harmonize 
the interests of the state and of private enterprise at different levels and pro- 
mote economic development. With a combination of guidance through economic planning 
and favorable conditions at home and abroad, Japan's gross national product achieved 
an average annual growth rate of 9.8 percent between 1955 and 1973, and of 19.8 per- 
cent during 1960-1970, higher than any other capitalist country i: the same period. 
Japan's national income in 1958 represented only 7 percent of that of the United 
States, 51 percent of Britain's, 60 percent of West Germany's, and 70 percent of 
France's; by 1967, Japan had already overtaken France, West Germany and Sritain, 

and had transformed itself, in a single leap, into an econumic power second only to 
the United States in the capitalist world. From the point of view of the results 

of carrying out the plans, thanks to the use of scientific methods in drafting then, 
of Japan's eight medium and long-term plans since 1955, six have been completed 
ahead of schedule or have overfulfilled their targets; only the "New economic and 
social development plan," and the "basic plan for the economy and society," are 
excluded, since they have not yet been compleced. For the "5-Year Plan for Economic 
Self-sufficiency” of 1956-1960, the "New Long Term Economic Plan” of 1958-1962, the 
"Medium Term Ecouomic Plan" of 1964-1968, and the "Economic and Social Development 
Plan’ of 1967-1971, the average annual proportional economic grwoth rate was planned 
to be, 5, 6.5, 8.1 and 8.2 respectively, and in fact the effective results were 9.1, 
10.1, 10.8 and 12.3 percent (1967-1970). Between 1952 and 1974, France's GNP in- 
creased twofold, with an average annual increase of 5.2 percent, while its average 
annual increase from 1960-1972 was 5.8 percent, surpassing that of West Germany, 
italy, Britain and “he United States and second only to Japan's. The results 
achieved by France's plans were very similar to those of Japan. From the above in- 
formation, it is clear that there is a very close connection between the postwar 
recovery and rapid development of the French and Japanese economies and the guidance 
and regulation provded by state planning. We may say that the above results wouid 
have been very hard to attain without powerful state intervention and without the 
unremitting promotion of economic planning over a long period. 











lt must be emphatically pointed out that there are differences in principle between 
the regulation by planning mechanism of capitalist countries and that of socialist 
countries. Firet of all, the economic plans of capitaliet countries are formulated 
by the bourgeois government and the monopoly capitalist clase; their aim is to serve 
the interests of the monopoly capitalist class, and profit is the motive for ite 
decisions. Wheneven sharp conflicts arise between regulation by planning mechanisa 
and profite, state planning gradually loses ite guiding role in private economic 
affaires, it cannot obtain the support and cooperation of the monopoly capitalist 
Clase, it becomes increasingly difficult for the state to use economic measures for 
the planned regulation of economic activities and suggestions for full recovery and 
for reliance on regulation by market mechaniem are completely ignored. On the other 
hand, the regulation by planning sechaniem of socialist countries serves the basic 
interests of the working people. Second, despite the fact that capitalist state 
Planning is capable of different degrees of intervention at certain periods and in 
certain areas of the process of social reproduction, and even of using plane as a 
kind of measure to combat crises and temporarily relieve contradictions, neverthe- 
leas it cannot eliminate the basic contradictions of capitalieom; neither can it 
eliminate chronically-recurring economic crises. The frequent outbreak of economic 
crises in the postwar capitalist world is proof of thie. Especially since the 1970's, 
there have been great upheavals in international financial markets, « mpetition for 
markets has been severe, the measures at the disposal of state planning have been 
heavily limited and, under the onslaught of the world economic crisis, even Japan 
and France have not been able to carry out their medium and long tert plans on 
schedule. On the other hand, under the socialist system, given a correct line, a 
correct general policy, and scientific methods of application, all the various kinds 
of economic contradictions can be resolved, and national economies can be developed, 
in a planned way, at a proportionally higher rate. Further, however large its 
scope of application, capitaliem's regulation by planning sechanism cannot achieve an 
overall balance throughout the whole of society. This is because, however wide the 
scope of capitalist enterprises and trusts, and however high their level of social- 
ization, in the final analysis they remain private owners with radically opposed 
interests. No laws or policies are capable of fundamentally reconciling their con- 
flict of interests, nor of fundamentally uniting them, coordinating the entire so- 
ciety's production and bringing about an overall balance. In the pursuit of profits, 
capitalists are prepared to ignore any sort of social needs, coordination of pro- 
duction and legal norms. They will of necessity destroy all these things in the 
pureuit of their own objectives. Moreover, as a result of the broadening of interna- 
tional economic relations, the increasing intensity of competition in international 
and domestic markets, the implementation of regulation by planning mechanism within 
the confines of a single country is becoming more and more difficult. 


Ill 


Even though differences of principle exist between the regulation by planning me- 
chanism of capitalist countries and that of so :ialist countries, the socialist 
economy nevertheless has similarities with the capitalist economy in the two fields 
of socialized production and commodity production. In the course of several hundred 
years, the capitalist classes have accumulated rich experience in these two fields. 
We can and should learn from the experience of the capitalist classes in operating 
commodity production with a fairly high degree of socialisation. As Lenin has said, 
only those who understand that it is impo sible to create or implement socialism 











without learning from the organizers of trusts are worthy of being called communists. 
We should learn from the experience of capitalist countries, accumulated in the 
200 or WOO years, in the field of microeconomic management, and we should 


also learn from the experience they have accumulated in relation to market adjust~ 
ment and «a certain degree of regulation by planning mechaniem in the field of 
macroeconomics . 


I believe that it ise worth our while to study, and draw lessons from, the exper- 
lence of capitalist countries in carrying out certain levele of regulation by plan- 
ning mechaniem on the basis of regulation by market mechanism, especially in the 
following three areas: 


Firet, the regulation by planning mechaniem of the capitalist countries attempts to 
avoid negative market effects. Their medium and long tere plause embody certain 
macroscopic goale, and are plans of a strategic and guiding nature. Their macro- 
scopic plans, from one point of view, supply guidelines for the market, and strive 
to correct the indiscriminate nature of the market and to prevent the disruptive 
effects of the market on society; from another point of view, they concentrate on 
not restricting the positive role of the market. Some French economists who have 
held important offices in certain government economic and planning departments be- 
lieve that the planned guidance of markets and the market's insuring of the balance 
between supply and demand are not mutually exclusive functions. The favorable effect 
of safeguarding the free play of market sechaniems in no way hinders the large- 
scale effect of bringing state planning into play. The initiative of enterprises 
will only be restricted if the intervention of the government or planning in the 
economy is too great, or if their control of the economy is teo strict, or when ser- 
ious bureaucratiem occurs in goverament departments, when there is an excessive num- 
ber of rules and regulations, or when taxes are too heavy. In the same way, only 
when state plans fail to provide proper guidance in a particular field, or if they 
have not stipulated objectives and measures which must be fully carried out, will 
spontaneous market effects spread unchecked. If would appear that the object of 
economic intervention through macroscopic planning by capitalist countries is to 
allow capitalist economic laws, including the law of value, to be brought fully 

into play, and not to build up dominance over the economy or work it to death. We 
should examine and learn from the experience of capitalist countries in this field, 
strengthen planned guiance, give full rein to positive market effects and bring 
about a better integration of regulation by planning mechanism and regulation by mar- 
ket mechanism; we should also insure that our plans accurately reflect the demands 
of the law of value. 


Second, in the execution of their plans, the capitalist countries rely primarily on 
economic measures, economic policies, and economic legislation, and not on admin- 
istrative measures. Their plans in general have the nature of guidelines, and not 
of orders. Thus they exercise a certain restraint on state-run enterprises and on 
relevant govermment departments. We should study and absorb their experience of 
using economic measures, economic policies and economic legislation, and we should 
pay even more attention to studying their financial and sonetary policies, and cer- 
tain of their policies in the fields of technology and economics, such as energy 
resources policies and environmental policies, as well as those policies which, like 


the anti-trust legislation, oppose monopolies, safeguard competition, and make use 














of regulation by market eechaniem, and we should do thie in order to emash all kinds 
of economic blockades, and to strengthen and develop China's unified domeatic mar- 
kets. 


Third, even though the capitalist countries, in drawing up their plans, cannot bring 
about the same overall balance which is achieved by socialist countries, neverthe- 
less, in the areas of improving planning methods and strengthening economic inter- 
vention and the economic balance, they possess much experience from which lessons 
may be learned. Thus, in formu'ating the “Plan for the Dowbling of National Incom,” 
Japan worked out a balance between reserves and investment, a balance between in- 
come and expenditure in finance, a4 balance between income and expenditure in foreign 
trade, a balance betwen individual income and expenditure, as well as the all-import- 
ant balance between toods and materials. In the formulation of the "Medium Term 
Economic Plan" in 1965, a macroeconomic model was used which consisted of 300 equa- 
tions and took into account 100 external variables. France aleo makes use of var- 
ious kinds of models for economic calculations in drawing up its plans, such as 
material-finance models and models of the performance of many departments. Since 
the 1970's, the United States and other important capitalist countries, in order 

to coordinate certain international economic activities, have begun to construct 
international macroeconomic models, and are even integrating the economic models of 
various countries, to form a “global model.” We should aleo study, and make selec- 
tive use of, some specific methods adopted by the capitalist courtries for the form- 
ulation of plans, such as, for example, their methods of starting up production, 
their various kinds of economic calculation methods, laws of comparative economics, 
optimization methods, and so on, with the aim of raising the standard of our pilan- 
ning work; at the level of individual economic units, economic accounting may be 
strengthened, and economic results improved. 


CSO: 4006 
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[Article by Feng Lanrui [7458 5695 38643) of the Marxise-Leninise-Mao Zedong Thought 
Research Center, China Inetitute of Soctal Sciences, entitled: “Six Aspects of the 


Problem of E=aploysent") 


[Text] The employment problem is a social problem of great significance facing 

China at present, and it is also an important theoretical problem. By means of 

a gultiplicty of plans, and by opening up all available channels, the party Central 

Committee and the departments concerned have, since last year, found employment 

for a large number of people. in oder to better resolve this problem in the future, 

we gust make further investigations on the basis of theory, general principles and 

policies, integrated with practice. This problem involves a wide range of aspects, 

and is relatively complicated. In this article, I shall only offer some rather 
superficial opinions of ay own relating to the following six problems. 


1. is It Possible To Eliminate Unemployment in a Socialist Society 


Neither Marx, Engele nor Lenin provide a direct anewer to this question. Neverthe- 
less, from their various discussions, it becomes clear to us that, in the first 

stage of communiem as envisaged by them, that is, the socialist society, the phenome- 
non of unemployment does not exist. Socialism came into being as the antithesis 

of capitaliem, on the basis of the productive forces having reached a high level of 
advancement. In the socialist society, the seans of production are owned in common 
by the whole society, all the sembers of society are the owners of the means of 
production, everyone has the obligation to work and the right to work and the phe- 
nomena of exploitation class, crises and unemployment do not 

with the elimination of exploitation, Marx emphatically discussed the obligation 


("Complete Works of Marx and Engele,” “Introduction to ‘Wage Labor and Capital,’” 
vol 22, p 243) Marx aleo said: “The conditions of oppression exist 
should be eliminated by means of transferring all the instruments of labor to the 


national,” vol 17, p 468) It is ewident that (to a 
pressors and idlers) labor can even be an obligation which contains an element of 
compulsion. 
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In hie writings, Lenin aleo discussed the obligation to work and the right to work. 
lie summed up the socialist principle proposed by Marx in the phrase: “He who does 
not labor, does not eat.” ( te Works of Lenin,” “On Pamine,” vol 27, pp 365-366) 


In hie essay “A Marxist Discussion of the State,” after the sentence, “the disetribu- 
tion of consumer goods ‘has a proportional relationship with’ the amount of labor 
supplied to the society by each person+<in the lower-class stage ('firet phase’) ," 
Lenin used triple brackets to draw particular attention to the following: “This 

is aleo a form of compulsion: ‘Anyone who does not work, does not have food to 
eat.’ (Lenin: “A Marxist Discussion of the State,” People's Publishing House 1964 
edition, p 33) What is stressed by these words is opposition to exploitation, and 
emphasis that labor is an obligation which gust be fulfilled by everyone. Lenin 
aleo discussed the right to work. He said, “All citizens have the equal right to 
use the public means of production, publicly owned land and factories, and so on, 

in order to carry out labor.” ("Complete Works of Lenin,” "A Liberal Professor on 
EQuality,” vol 20, p 130) From this we can see that the socialist society envisaged 
by Lenin is similar to that envisaged by Marx and Engels, where the phenomenon of 
unemployment does not exist. Not long after the October Revolution, Lenin wrote 

an essay which dealt directly with unemployment. In it Lenin indicated that unemploy- 
ment was caused by imperialist wars, and was not inherent in socialisa. 


Stalin bluntly stated that there was no unemployment in a socialist society, and 
moreover he held that the stage had been reached in which there was no unemployment. 
At the 16th Congress of the Communist Party of the Soviet Union in 1930, during the 
Soviet Union's transition from capitalism to socialiem, Stalin said, “There are 
approximately 1 million unemployed in the Soviet Union,” but that, under the Soviet 
system, the oumber of unemployed was being steadily reduced. He also said, "Up to 
the 30th April of this year, the number of unemployed had already been reduced by 
more than 40 percent.” ("Completed Works of Stalin," “Political Announcement of the 
Central Committee of the CPSU to the 16th CONGRESS," vol 12, p 257) 


By 1934, Stalin could announce, at the 17th Congress of the CPSU, that unemployment 
had already disappeared. “We no longer have any working people who are unable to 
find work, or who are unable to earn a wage.” ("Complete Works of Stalin,” “Sum- 
mary of the Work of the Central Committee of the CPSU, Given at the 17th Party Con- 
gress,” vol 13, p 297). Ina 1936 report the draft constitution of the Soviet Union, 
Stalin said: "We now have a new socialist economy in which the occurrence of crises 
or unemployment, poverty or bankruptcy is not possible." ("Selections from Stalin,” 
"On the Draft Constitution of the Soviet Union,” p 85) In this same report, Stalin 
announced that the Soviet Union had already basically realized the first stage of 


communiem as envisaged by Marx. 


To summarize what has been said above, the views of the classic Marxist writers 

are basically in complete accord. In the first stage of the communist society, 
(that is, the socialist society), because the private ownership of the means of 
production has been abolished, and the public ownership system established, every 
worker has the right to use the publicly-owned means of production in order to carry 
out work, and, at the same time, has the obligation to work for society, and thus 


the phenomenon of unemployment can be eliminated. 


In the initial period of China's liberation, there were 3 to 4 million people out 
of work, a legacy bequeathed to us by the old society. China's Government adopted 




















the methods of “providing for and helping ourselves through production,” and “provid- 
ing work as a fore of relief," and had basically solved the unemployment probles 
within 3} or 4 years. During the period of constructioncovered by the firet 5-year 
plan, all the previously neglected taske were being undertaken, and large-scale 
basic reconstruction was in progress, so that there was no problem of people waiting 
to be assigned work. At the time of the “Great Leap Forward” in 1958, the strange 
phenomenon arose of there not being enough available labor. In the 1950's, China 
regarded herself as a state where there was no unemployment. By the 1960's, the 
problem was gradually becoming apparent, and we began to feel the pressure imposed 
by thie employment question. After 1967, great numbers of educated youths, respond- 
ing to the party's call, went owt to sountainous and rural areas, with the result 
that the problem of those waiting to be assigned work was covered up under various 
policies and measures. In the last few years, because the capacity of the rural 
people's communes for absorbing labor has reached the saturation point, because a 
large proportion of the young people who went out to sountainous and rural areas 
have returned to the cities, and because industrial and mining enterprises in towns 
and cities are at present already overstaffed, as well as for other reasons, finding 
employment for laborers has become a social problem of the utmost importance. Last 
year, employment was found for 9 million people, through the positive efforts of the 
party and the government. Within a certain number of years, 6 or 7 million young 
people and students are expected to enter the ranks of those waiting to be assigned 
work every year. It would seem that another period of bitter struggle will be re- 
quired to resolve the employment problem. 


The reason for the existence of unemployment in China's society are complex. Below 
are some important aspects: 


Firet, since the 1950's, China's population increase has been out of control, and 
has far outstripped the requirements of economic development for laborers. Over 
the past 30 years, our natural population increase has reached an average of as much 
as 20 per 1,000 while the world average proportional increase is 17 per 1,000 and 
that of the world's advanced countries is only 7 per 1,000; our figure is far higher 
by comparison. Moreover, the base figure for our population is very large, even 
though our proportional rate of increase is similar, the actual increase is higher 
than that of other countries. China's population has increased from 540 million 
people in 1949 to 970 million in 1979. During this period, having suffered from the 
disruption of the “left” deviationist line and from 10 years of great chaos, China's 
economic development had been brought to the verge of bankruptcy by the time of the 
fall from power of the gang of four. This is the fundamental reason for the exist- 
ence at present in China's society of such a large number of people who are waiting 
to be assigned work. 


Second, the implementation over the past 30 years of a highly concentrated overall 
management system, has not been advantageous for solving this unemployment problem. 
If we take the most direct system of labor management, then, under a highly con- 
centrated system which is all-embracing, those waiting to be assigned work can 
only “wait” for assignment, they are not permitted to look for jobs. Unless one 
is able to “get in by the back door,” he will have to wait for assignment; there is 
absolutely no other alternative. One canmot move to another area, due to the re- 
strictions imposed by the relation between the number of households, the total 
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population and the food supply. It is even less likely that one can go to look for 
work in another place. No industrial or mining enterprise or inatitution is able 

to recruit personnel according to the requirements of its work tasks since norms 
are tranemitted to lower levels by the labor departments, and personnel are assigned 
to work by the regional labor department in the place where they live, so clearly, 
enterprises are not permitted to recruit and employ qualified personnel wherever they 
can find them. The gultitude of stipulations and restrictions give rise to the con- 
tradictory state of affaires where, on the one hand, many people do not have a pro- 
fession and, on the other hand, many jobs remain unfilled. The widespread and serious 
nature of this situation where people have to wait to be assigned work, caused by the 
unsuitablity of the system, is of no less significance than the problems described 


in the preceding paragraph. 


Third, there is the situation in which people have to wait to be assigned work, this 
time caused by the too rapid transformation of the production relations. For many 
years, we have cut ourselves off subjectively from the real conditions of the pro- 
ductive forces, and have continually altered the production relations, striving to 
make everything “large” and “public,” and have emphasized the transition of small 
collectives into big collectives; thus we have restricted and cut out the individual 
economy, to such an extent that some workers have drifted out of production to be- 
come an idle labor force in society. Moreover, this has cut off one newly per- 
fected means of finding employment. 


Fourth, there is the situation inwhich people waiting for work are in the process 

of selecting their occupations. Under the policy where the state ownership system 
is “an iron ricebowl,"” [meaning job security] people waiting for employment have 
necessarily choosen state run enterprises and over those of the collectives. Even 
if the salary is a littler lower, they still prefer to go to a unit under the state 
ownership system, rather than to one under collective ownership; still less do they 
wish to engage in individual labor. Some people also want to make a choice between 
all the different businesses and industries, and to choose between areas, which makes 
the period they spend waiting for assignment even longer. 


Does the actual situation of the existence of a large number of people in China who 
are waiting to be assigned work contradict the Marxist theory relating to the elimin- 
ation of unemployment in socialist societies? The answer to this question is nega- 
tive. 


After surviving rigorous trials and tribulations, China's socialist system has 
established its dominance. In the economic field, “the poverty and blankness" in 
resources, bequeathed to us by old China, has been radically altered, and independent, 
relatively complete systems of industry and national economy have been set up. How- 
ever, because the resources bequeathed to us by the old China were, in the last 
analysis, too “poor” and too “blank,” because we suffered, for a compavatively long 
time, the disturbances caused by the “left" deviationist line, and did not come 
firmly to grips with the central task of economic construction, and, particularly, 
as a result of the 10 yearsof great calamity caused by Lin Biao and the gang of four, 
for all these reasons, our present soétalist system is separated by quite a con- 
siderable distance from the first stage of the communist society envisaged by Marx 
and Lenin, or from the “complete” and “advanced” socialism discussed by Lenin. 
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Under these circumstances, it is impossible both to guarantee full employment and 
to eliminate the phenomenes of people having to wait to be assigned work. On one 
hand, we must strive to solve the employment problem, and on the other hand we aust 
realize that, in the present historical stage, the requirement of eliminating the 
wait for work assignment is excessive. We cannot make demands on the present which 
are based on the standards of the complete and advanced socialiem of the future, and 
this applies to the employment problem as much as to any other. Naturally, this 
does not mean that the phenomenon of unemployment gust necessarily exist in all 
countries in a stage of socialism which is still not complete or advanced. In fact, 
in some countries which are in a stage of socialism that is not yet complete or 
advanced, there is no unemployment at all, but rather a labor shortage. This is a 
point which is determined by each country's specific conditions, and on which general- 
izations cannot be made. 


3. The Confusion of the Concept of Employment, Its Causes and Its Results 


Although we admit that the phenomenon of having to wait for work assignment is un- 
avoidable in China's present stage, this does not mean that we adopt a negative 
attitude to solving this problem. On the contrary, we are squarely facing up to 
this problem, so as to be able to conduct thorough research into its solution. 


Last year, we found jobs for 9 million people throughout the country, which was a 
great achievement. However, it also brought to light several problems, and first 
among these was the confusion of the concept of employment. 


What is employment? Many people would answer simply that employment is the provi- 
sion of jobs within the system of ownership by the whole people and within large col- 
lectives, (such as big stores and big factories), which approximate the system of 
wnership by the whole people. However, many people would not wish to admit that 
finding jobs for people in small neighborhood collectives, or in cooperative 

groups, is also employment; even less would they be prepared to admit that employ- 
ment can mean individuals finding a means of livelihood for themselves, practicing 
handicrafts or offering servies in a small way, or starting up mall capital business 
ventures, even though the people who do find work in these ways all have work to do, 
earn a regular income, and support themselves and their families. For instance, last 
year a large number of small economies sprang up in Wuhu Municipality, and among 
thesewas a company which sold only stewed duck, but which all the same had several 
hundred stalls, and involved more than 1,000 people. Some were partnerships composed 
of a few young people, while some were run by one person employing his entire fan- 
ily; the earnings of one person from this kind of business is enough to support 2 

or 3 people. Last year, Wuhu had several thousand of these kinds of small coopera- 
tive groups, individual small retailers, and individual handicraft industries, all 
of them individually responsible for their own profits and losses. Between then, 

all the various businesses have all the goods one could hope to find. They sell a 
remarkable variety of goods, and offer a complete range of services. They are con- 
venient for the masses, and represent a thriving market. The products of many in- 
dividual manufacturers is also high; in Wenzhou, for example, some shops selling 
leather shoes have merged, but there are still 40 of them, concentrated along one 
street, whose products are in great demand in Shanghai. The production price of 
each pair of shoes is roughly 10 yuan, while the selling price is between 12-17 yuan. 
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These cooperative enterprises and individual economies have absorbed a very large 
number of people who were waiting to be assigned work, including a proportion of young 
people awaiting assignment, which has solved their own and their families’ living 
problems. Nevertheless, from the social point of view, it is still not admitted 

that these people have found employment, and even they themselves do not admit that 
they have found jobs; rather, they are “waiting for jobs to be found for thea." 

This situation is to be found in all areas, under different names; it is sometimes 
called “temporary assignment." There is another aspect to the prbolem, in that be- 
cause some enterprises do not have specified production duties, “they are not pro- 
ducing enough goods to pay wages.” As long as this fact is recognized by the govern- 
ment, it can still be considered to be employment. The situation of several so- 
called “neighborhood factories" in Wenzhou is of this nature. 


Why was it possible for the concept of employment to become so muddled? First, this 
happened as a result of our employment system. For a long time, the labor force 
has been treated as a whole, and allocated in a unified manner to state-owned in- 
dustrial and enterprise units or to state institutions, and so, in the course of 
time, the notion has developed that one only has proper work when one has been sent 
to a state-owned industrial or enterprise unit, and can thus hold out one's “iron 
ricebowl.” Small collectives have no “iron ricebowl,” nor any economic guarantee, 
and thus cannot be considered as supplying proper employment. As for individual 
labor, sometimes called “going it alone," it is always the object of reform and 
suppression, and of course cannot be considered proper work. Second, it was a re- 
sult of the labor policies and methods of doing things which are in force at pres- 
ent. During the process of assigning jobs last year, some regions, in respect of 
the assignment of young people to employment in small collectives, made the stipu- 
lation that these young people should “not be prevented from entering a school of 

a higher level, not be prevented from enlisting in the army, and not be prevented 
from working in factories owned by the whole people," which was called by some the 
“preservation of the three rights of recruitment," (the rights enjoyed being, namely, 
to be recruited as a worker, to enlist as a soldier, and to enroll as a student); 
this was another cause for the confusion over the concept of employment. If, after 
they have been found employment, young people wish to enroll as students or enlist 
as soldiers, in accordance with the conditions, then naturally they may do so. After 
they have been found jobs in small collectives, or started themselves up in indivi- 
dual labor, it is no longer necessary for them to wait to be recruited for work in 
a unit owned by the whole people or in a large collective, or for them to be re- 
assigned to other employment. In fact, “the three things which must not be prevented," 
and “the preservation of the three rights of recruitment,” do not admit that start- 
ing work in small collectives is employment. Third, the position in society of the 
small collective economy and the individual economy is low, and has no economic 
guerantee. The state has not given a systematic guarantee to the organizing, by 
people waiting to be assigned work, of various kinds of cooperative groups, co- 
operatives, and the supply of goods and materials under the individual economy, 

which will lead to it becoming impossible to keep up production, to sluggish busi- 
ness, to wages and material benefits becoming difficult to guarantee, to the people 
involved in this kind of business not being able to work without worries, and con- 
sidering looking for employment in state-run units, and finally to the collapse 

of this kind of business. The case of the Bianmin restaurant, in the Chongwen quarter 
of Beijing, which has gained quite a reputation, is representative of this. This 














emall restaurant opened in April 1979, run by 7 young people; from the first, high 
levels attached much importance to it, it was supported by the leadership, and was 
supplied with wholesale goods and materials; its daily level of business reached 
180 yuan, and many Chinese and foreign journalists covered it in their reports. 
Later, when the high point had passed, and the leadership no longer attached import- 
ance to it, the supply of goods and materials were no longer guaranteed, trade be- 
came slack, with daily sales of only 7 yuan. The business could no longer be con- 
tinued, and the partnership had to be broken up. The people involved said, "a 
email collective is like a ricebowl made of paper--you can't rely on it." Before 
National Day 1979, 18,000 young people in this area had found jobs in various small 
collectives, but by January 1980, more than 4,000 of these had returned home for 
all kinds of reasons, and were once again “waiting to be assigned work." 


The confusion over the concept of employment, as well as some shortcomings and prob- 
lems in our systems and in our work, has brought us to the point where redoubled 
efforts in the provision of employment are yielding only very poor results, where 
small collectives cannot be consolidated, and where work assignment often has to 
be repeated, and it has also added to the difficulties of solving the unemployment 
problem. If we are to find an effective solution to the unemployment problem, the 
confusion over the concept of employment must be cleared up. It must be made clear 
that employment means not only going to work in a state-run enterprise or a large 
collective enterprise, but that it can also mean working in a small collective, or 
individual labor; the position of the small collective economy and of the indivi- 
dual economy in politics, economics, and in the public opinion must also be raised, 
for only then will the full potential of these economies be brought to bear in the 
work of providing employment for labor. 


4. The Policy of Employing Labor Through Overall Mass Allocation Must Be Changed 


This policy has been in force for more than 20 years, and it is now time to weigh. 
up its advantages and disadvantages. 


In the past, we have said that, according to the socialist principle of the elimina- 
tion of unemployment, China is a socialist country, and should not have unemployment. 
This was a misconception. It is true that we have established the dictatorship of 
the proletariat, and that China is now a socialist country, but our socialism is 
stiil at a not very advanced stage, and to demand the elimination of unemployment 

at this time is excessively leftist. Nevertheless, this is exactly what we did, 
under the previous leadership of the “left" deviationist ideology. We first of all 
gredually found employment for the unemployed bequeathed to us by the old society, 
and the absorbed the university graduates and technical secondary school graduates. 
By the time of the "Great Cultural Revolution,” we were lumping together all senior- 
and junior-middle school graduates for unified assignment of jobs. We previously 
thought that it was in the superior nature of socialism that capitalist societies 
should have unemployment while we were free from it. At the time, this attitude 

had real attractions, but in the end the splendid illusion crumbled in the face of 
harsh reality. We should come to the sober realization that, because the level of 
the forces of production in our society is still very low, the policy of overall mass 
allocation of employment can only force us into a state of passivity, where we wish 
to do everything in a comprehensive way but are simply unable to do so. 
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As well as rendering the state passive, the policy of overall mass allocation of 
employment also has other disadvantages. First of all, it forces a great number of 
people waiting to be assigned employment to rely on the state for the allocation of 
jobs, making it impossible to bring into play their own initiative, enthusiasm or 
creativity. The solution of the unemployment problem is the responsibility of the 
state and of society, but it is also the responsibility of each individual awaiting 
job allocation. A young person is raised to adulthood with the support of the 

state and of his family, and so, when he has completed his education and enters 
society, he ought to learn a skill and set himself up in a profession for the 
benefit of society, and use his own intelligence and talents to the fullest ex- 
tent, in order to find a livelihood for himself. Notwithstanding this, our state 
continues to take care of young people just as a nurse looks after a child, and will 
even look after them until they die, not allowingthemto find professions for them- 
selves, but only to accept the job assigned to them. This has cultivated a sort of 
dependency mentality among young people, so that they believe it to be the state's 
obligation to provide employment for them, and not only that, but that the state 
should assign them to the ideal job, and that they may refuse to take a job which is 
less than the ideal. Thus, the state's burden of responsibility has been made 
heavier, and the aspirations of youth are eroded. Under the system of unified state 
allocation, several million people have to be dealt with every year, which makes for 
a heavy workload, and makes it difficult to insure the appropriate allocation of 
jobs. Basically, it is not feasible for the abilities and interests of every in- 
dividual to be considered, and so some areas have adopted the methods known as 
“wholesale allocation,” [padui 2091 1018] or "dividing up the work and assigning 
part of it to each individual. As a result, the abilities of young people are not 
put to full use. 


Second, the implementation of overall mass allocation of employment results in a 
lowering of quality among the rank and file of staff and workers. Each year in 
China the people who must be found work number in the millions; how can the state 
accommodate this huge army of people waiting to be assigned to jobs? On the one 
hand, the number of new positions which can be provided by the state is limited; on 
the other hand, the total amount of funds available to the state for raising of 
wages is also limited. Under these restrictive conditions, the greater part of the 
labor force has joined already existing state-run enterprises and large collective 
enterprises. These units were in fact already overstaffed, with 5 men doing the 
work of 3 and now, with the further addition of a large number of staff, 7 men are 
doing the work of 3, with the inevitable result that such bad habits as laziness, 
a lackadaiscal attitude, an unwillingness to shoulder responsibility, and drifting 
aimlessly along from day to day have been engendered among workers and cadres, 

thus lowering the quality of the rank and file of workers. 


Third, productivity has been sacrificedwhile implementing the policy of overall 
mass work assignment. Attempting to further increase manning levels in cases where 
5 or even 7 men are already doing the work of 3 leads to serious overstaffing, 
inability to realize labor quotas, and a drastic reduction in labor productivity. 
This is a matter which merits serious attention. We should not forget Lenin's 
famous statement, that, in the final analysis, labor productivity is the most im- 
portant guarantee of the victory of the new social system over the old. In order 
to make full use of China's great advantage in having a large population, we should 
of course develop labor-intensive enterprises, but the aim of these labor-intensive 














enterprise is not simply to avoid a drop in productivity, but positively increase 

it. China's present productivity is low even among the undeveloped countries, and, 
if we do not now give our total attention to this situation and display great resolu- 
tion in altering it, then we will not be capable of realizing the four moderniza- 
tions and building socialisa. 


To summarize what has been said above, the policy of overall mass assignment of 
employment, as well as the corresponding highly concentrated overall sanagement 
system, is clearly no longer capable of adapting to the circumstances of China's 
productive forces; it is slowly but surely strangling employment channels, and must 
be reformed and replaced by a policy in which the provision of employment through 
the labor departments, employment in voluntary organizations and finding a job for 
oneself are all integrated under the overall planning and guidance of the state. 


5. The Further Implementation of the "Two Choices" 


Under the guidance of the new and relatively flexible employment policy described 
above, we envisage that it will be possible to implement even further the method 
of the “two choices," in recruitment procedures of state institutions and of urban 
enterprises and undertakings. 


What are these “two choices"? To put it simply, they are the choice of the right 
man for the job by the unit requiring personnel, and the worker's choice of the 


right employment. 


Since 1979, under the experimental rules and regulations for expanding enterprises 
decisionmaking power, enterprises may select the best man for the job when recruit- 
ing staff and workers, but under the policy and system of organization of overall 
mass allocation of employment, this type of selection in fact was not, and could 

not be put into practice. There is a strong concensus of opinion among units at 
the grassroots level that, if the overall mass allocation policy is not altered, 

the selection of the best man for the job by enterprises will just be so many empty 
words. There are many advantages to changing the policy of unified allocation of 
work, and allowing units with personnel requirements to select the best workers and 
staff for the jobs to be done. These are primarily to be found in the best utiliza- 
tion of human talents and abilities, the improvement of economic results, and the 
raising of productivity. If units requiring personnel give public notice of selec- 
tion of applicants, and publish in advance the spectal features of the posts for 
which recruits are being sought and the conditions of employment then suitable 
candidates can apply for interviews. Prospective employers and candidates will then 
beth have ample leeway in their choices. Both parties are benefited, since workers 
are allowed to make full use of their special skills, while the units obtain the 
workers they require. 


In connection with the selectionof the best man for the job by units requiring per- 
sonnel, all units should be permitted to dismiss unsuitable workers and staff, and 
to reduce overstaffing. No social discrimination should be attached to workers and 
staff who have been dismissed or made redundant; they should rather be treated with 
the utmost solicitude by society. Society should arrange for them to receive pro- 
fessional training, and help them to find new employment; their living expenses may 
be paid by their original units for a certain period, and those who still have no 
new job after that period has expired may receive social security benefits. 
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If we are to put into practice the method of units with personnel requirements 
choosing the best person for the job, then we should strictly abolish the system 
whereby sons and daughters take over their parents’ jobs when they retire. At pres- 
ent, this system is still in force, and it has many disadvantages. The practice 
among some workers, including techricians and skilled workers, of retiring early 

so that their children can take over their jobs has led to a widespread reduction 
of technical and professional levels among rank and file of workers. These workers 
always seem to allow the least highly skilled of their sons and daughters to take 
over from them, with the result that the replacement system has turned into a matter 
of "choosing the worst man for the job." There are also some people who take advan- 
tage of this kind of replacement to break the law and make a mockery of d. :cipline. 
To summarize, if we want to put an end to all these corrupt practices, ie replace- 
ment system must be abolished. In future, whenever a child of any worke: starts 
work, he or she must undergo rigorous examinations to insure that his or her per- 
formance will be up to standard. 





The choice of employment by workers means permitting workers, in whatever industry 
or enterprise, to select a post which allows him to make the best use of his own 
special skills and talents; it represents the point of-departure for the alteration 
by the socialist countries of the old distribution of labor where workers are set 
in a certain job for their entire working lives, and it is also an extremely effi- 
cacious means of bringing into play workers’ special skills, of fully arousing the 
enthusiasm of the workers, and of promoting the realization of the four moderniza- 
tions. As stated above, the system of unified allocation of work, which we have 
been using for all this time, is incapable of encouraging the speical talents and 
interests of individual workers and, when one has been assigned to a particular 
job, the system provides very few opportunities for change. Some comrades compare 
this kind of labor organization to "Magistrate Qiae's arbitrary pairing off of peo- 
ple to get married," and say that it is grossly inappropriate for bringing into play 
workers’ talents. 


The vast majority of the people in China who need to be found employment are young 
persons around 20-years-old who have graduated from all kinds of schools and col- 
leges. They are right inthemiddle of growing up; their interests change easily, 
the talents which they possess are not readily apparent, and some people are not 
always completely aware of where their own talents lie. Since this is the case, it 

is often not possible for these young people to make such a permanent decision on 
the choice of a career; they need to make several choices before they find a posi- 
tion which will really allow them to use their own talents and abilities to the full- 
est. If they are allowed to choose a career, then if the work is really not suitable 
they can give up that profession and find other employment. If things are done in 
this way, some people will find a job which will suit them for the rest of their 
lives, while others will need to “pick and choose" a few times before finding a 
suitable post, but, as soon as they are employed in a suitable position, their in- 
telligence and skill will be able to reach their full effect in the service of the 
construction of the socialist motherland. 





If the “two choices” policy is put into effect, the phenomenon of the mobility of 
labor will necessarily make its appearance. There is nothing to be feared in this. 
In other socialist countries, such as Romania and Yugoslavia, the labor forces all 
have mobility. The mobility of labor constitutes a regular pattern which is 
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unavoidable under the circumstances of the rapid development of modern science 

and technology. The advance of science and technology has increased the rate at 
which knowledge rapidly becomes obsolete, and things with which we are already 
familiar lose their usefulness, so that we must study anew; the development of sci- 
lence and technology mean an increase in the rate at which equipment is replaced 
and, if there are structural increases, then a section of the labor force will 
necessarily drift away. Under these two conditions, workers must receive new vo- 
cational training, and be employed in other industries, and this has only advantages, 
and no disadvantages, for che development of the national economy. So as to con- 
trol the large-scale influx of labor from rural to urban areas, the flow can be 
limiced to within and between towns and cities; that is to say, restricted mobility 
may be put into effect. If things are done in this way, there may be a little con- 
fusion at the outset, and many people may want to change their jobs, but basically, 
when the exchanges have taken place, things will become more stable again, and 
afterwards, when newly employed persons are allowed to choose their professions, 
there will no longer be any chaos. In order to reduce the amount of disruption, we 
can adopt certain measures, so workers’ adjustments of their places of work can be 
carried out in a step-by-step way, and gradually bring the "two choices" to reali- 
zation. 


Some comrades are worried that permitting the mobility of labor may lead to in- 
stability of labor forces within enterprises, and that it may effect the raising 
of workers’ proficiency levels and technological levels. I believe that this prob- 
lem can be resolved through the method of introducing subsidies for long service in 
factories. This means using economic methods to insure that workers remain in the 
same job over a long period, instead of using the kind of administrative orders 

in effect at present. The popularization of the system of work contracts is a mea- 
sure which must be adopted in order to put into effect the “two choices." Ona 
voluntary basis, workers and units requiring personnel draw up work contacts, which 
may be renewed at the appropriate time or, if either party does not wish to renew 
ihe contract, both sides are free to make a new choice. 


By putting into practice the "two choices," workers will subsequently and vigorously 
come to grips with cultural, scientific and technical knowledge, to gain profession- 
al proficiency, to enhance their practical skills, and to consolidate what they 

are already skilled in; the enthusiasm of the workers can be fully aroused, and the 
ideology of serving the people and of making contributions with one's talents and 
abilities to socialism can be cultivated. To sum up, the implementation of this 
method is sure to be highly beneficial for the rapid advancement of the task of 
socialist construction. 


6. The Reform of the Economic Structure and System Should Be of Benefit to the 
Employment of Labor 


The unemployment problem is an important link in the total social economic system, 
and is not an isolated problem concerning only individuals. The solution of this 
problem, apart from directly requiring a correct employment policy and a complete 
system of powerful measures, also demands the coordinated reform of the economic 
structure and the system of economic organization. 
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Por a fairly long time to come, with the aim of solving the unemployment problem, 
aside from the avility of the state-run industries and enterprises to absorb the 
amount of labor they require, it will be very important to write articles on the 
economy of cooperatives which take responsibility for their own profit and loss, 
and on the individual economy, and aleo on our policies to encourage the voluntary 
organizing of employment by the masses and individuals finding their own jobs, as 
well ae supporting the development of the emall collective economy and giving ap- 
propriate encouragement to the development of individual economy. That is to say 
that nonsociabiat economies will be permitted to exiet, under circumstances where 
the socialist economy holds a position of absolute dominance, to act as a helping 
hand and as 4 supplement to the socialist economy. This kind of social economic 
atructure will be determined by the conditions of development of the productive 
forces in China's present stage. The many different levels of development of the 
productive forces will require the adaptation of many kinds of production relations. 
The socialist state-run economy will be adapted to large-scale production with 
relatively advanced technology and a fairly high degree of socialization; the col- 
lectively owned economy will be the one which is adapted to forces of production 
with a relatively low technological level, while small collectives and individual 
undertakings will be adapted to departments and businesses where the tools of 
production are backward, and which carry out mainly manual operations. Small col- 
lective cooperatives, small cooperative groups, and the individual economy possess 
widely ranging networks, and have the special feature of carrying out their opera- 
tions in a vigorous way; thus their growth is advantageous for the increasing of 
production and for facilitating the lives of the people, and they are also of great 
value in that they absorb laige amounts of labor, solving the problem of employment. 


How the economic system currently ‘ force can be reformed so as to make it benefi- 
cial for the employment of labor, 1. another big problem which needs to be resolved. 
in the development of the economy of cooperatives which are responsible for their 
own profits and losses, and of the individual economy, the first obstacle encount- 
ered is the lack of funds. A proportion of the funds required by the small economies 
can be raised by the organizations themselves, but whether the remainder can be se- 
cured through the support of the national banks in the form of credits, or whether 
state-run enterprises can be mobilized to invest their own funds or to conduct joint 
undertakings, these are questions which involve the state financial system and the 
professional scope of the banks, which need to be examined and tested. The second 
problem encountered is that of goods and materials. Once the small economies have 
begun to develop in a big way, simply to rely on the leftover and surplus materials 
of state-run enterprises will never solve the problem of the means of production. 
The question of whether or not to start up a market in the means of production in- 
volves the reform of the system of organization of management of goods and materials. 
In the third place, as far as marketing and prices are concerned, it is uncertain 
whether it will be possible to adopt vigorous policies, whether it will be possible 
for the emall economies to do their own marketing, or entrust it to state-run 
stores; nor is it clear whether prices will be allowed to float somewhat, according 
to market conditions. Fourth, in respect of taxation, there should be a change in 
the method of applying to collectives and to the individual economy the high rates 
of taxation used in the case of joint state- and privately-owned enterprises; in 
cases of newly formed collectives and individual economies, taxes may be reduced 

or waived altogether, according to stipulations, but only where they are essential 
to the people's livelihood. After the implementation of the above measures, the 


2h 














etate will be able to regulate the growth of these economies by means of such eco- 
nomic mechaniems as credit, interest, prices and tax rates, to eliminate or reduce 
their indiscriminate nature. To this end, the state can consider guiding the eco~ 
nomic activities of emall collectives and the individual economy through specialized 
economic structures, by means of regular investigations of social production and 

of living requirements, and checking and analyzing @arket conditions, as well as 
through the constant ecientific forecasting of the trends of economic development. 


The unemployment problem involves all sorts and conditions of men, and the atten- 
tion of the whole country is focused upon it. For a number of years to some, the 
solution of the unemployment problem will be a highly significant and arduous duty, 
but as long as we emancipate our thinking, liberalize our policies, and allow the 
initiative and creativity of the masses to play their full part, the gateway to 
employment will be opened wider and wider. 
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NATLONAL POLICY AND ISSUES 


‘JINGJL YANJIU' DISCUSSES SOCIALIST COMMODITY PRODUCTION 
HK060716 Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 80 pp 43-47 


[Article by He Wei [0149 0251], department of economics, China People's University: 
"A Tentative Discussion of the Stages of Commodity Development in a Socialist So- 
ciety") 


[Text] To find out what stage China's socialism has reached is of great signifi- 
cance for accelerating the four modernizations. During the democratic revolution, 
our people paid an extremely high price to find out what stage the revolution was at 
that time in order to set 4 correct general line for the party and direct the re- 
volution to victory. After 1958, not having «4 
cialiem has reached, we blindly wanted to “make 
so doing, we wrecked the social productive forces and the socialist system, and the 
tremendous consequences are known far and wide. To avoid committing the same errors 
again, we gust earnestly learn how to correctly differentiate the stages in the en- 
tire development of socialisa. 





In recent year~ there have been many articles discussing what stage our society has 
reached. Some of them maintain that at present our nation is still at the tran- 
sitional period from capitalism to socialiem; some say that it is the stage of 
underdeveloped socialism, which will proceed to developed socialism; while others 
combine the stage of underdeveloped socialism with the transitional period and say 
that it is a stage within the latter; and so on and so forth. In ay opinion, these 
remarks are neither clear-cut nor concrete in differentiating the various stages. 

To say that we are in a transitional period is misleading, for there is already an 
earlier transitional period from private to public ownership. Moreover, the trans- 
ition from socialism to communism, and the whole socialist epoch, can also be 

called a “transitional period." So-called “underdeveloped socialism" and “developed 
socialism" describe sore vividly our present situation of socialism, yet both terms, 
lacking a clear indication and stipulated quality, only raise an antithesis. There- 
fore some people claim that so-called “developed socialism" is actually socialism 
as envisaged by Marx and Engels. This shows that the term “developed socialism" 
needs elaboration. 


Free competition and monopoly indicate the different stages in the development of 
capitaliem; whereas the replacement of private by public ownership indicates the 
transitional period from capitalism to socialism. These indications have two 
points in common: 1) they fall into economic categories that are specific and allow 














no other explanations; 2) they embody the characteristics of production relations of 
the stage in question, showing different stages in simultaneous social development. 
Bearing these principles in wind, I think that after socialist production relations 
have been established and before advanced-setage communiem emerges, the entire period 
of socialism can be divided into two major stages: commodity socialiem and product 
socialiem. Commodity socialism means elementary socialiem, an inevitable stage in 
socialist construction in economically backward countries. Product socialiem means 
advanced socialiem, that is, the socitaliem envisaged by Marx in the "Critique of 
the Gotha Programme” and by Lenin in thie “Nation and Revolution" Since the 
appearance of Stalin's “Economic Problems of Socialiem in the USSR,” the advanced so- 
claliem envisaged by Marx and Lenin has been eissed out in all political economics 
(the part concerning socialiem). It has been maintained that commodity socialiem 
can proceed directly to advanced communiss. It seems that advanced socialiem does 
not exist. In ay opinion, this stage should be restored to coincide with the sci- 
entific assumption of Marx and Lenin. 


That socialiem has to go through a stage of commodity production development was 
not predicted by Marx and Engele. This is connected to what they said then, that 
“the communist revolution will therefore be no merely national one; it will be a 
revolution taking place simultaneously in all civilised countries, that is, at least 
in England, America, Prance and Germany." (Engels: “Selected Works of Marx and 
Engels," “Principles of Communiem,” vol 1, p 221) To them, the development of large- 
scale industries and formation of world market link the “civilised countries" close 
together, so that affaires in one country will have effects on those in another. 

When the proletariat revolt in one country, their counterparts in other countries 
will follow suit. Meanwhile, the capitalist class in these countries will jointly 
suppress the revolts. Therefore, socialist revoltuion gust simultaneously take place 
in at least several “civilised countries’ in order that the proletariat win. When 
the proletariat of these countries have seized power, “once society owns the means 
of production, commodity production will be eliminated and the rule of products 
over producer will aleo vanish. Anarchistic conditions within social production 
will be replaced by planned and conscious organising.” (Engels: “Selected Works 
of Marx and Engles,” “Anti-Duhring,” vol 3, p 323) When different forms of owner- 
enip and commodity production cease to exist, and when planned direct product pro- 
duction and distribution is practised, individual labor will turn directly into 
social labor without any fore of value. Marx clearly pointed our that “in a col- 
lective society where common ownership of the means of production is the foundation, 
producers do not exchange their own products. Here, the labor consumed in product 
production is not expressed in the form of the value of the products, nor the kind 
of material they are, for now, contrary to capitalist society, individual labor no 
longer passes along winding paths, but exists directly as constituents of overall 
labor.” (Marx: “Selected Works of Marx and Engels," “Critique of the Gotha Pro- 
gramme," vol 3, p 10) According to Marx's statements, the basic economic features 
of bis socialism are: 1) society owns all means of production; 2) products replace 
commodities; 3) planned production for thewhole society replaces the anarchistic 
situation; 4) individual labor directly becomes social labor. Meanwhile, apart from 
implementing “distribution according to work" with labor certificates, Lenin also 
thinks that although class does not exist at this stage, the nation's role to pro- 
tect “the rights of the capitalist class" should continue. These features are 

not related in any way to commodity, some are even contrary to it. This stage of 
non-commodity socialism has not arrived yet. 








Towards the end of the 19th century, capitaliem entered the etage of imperialisan. 
Under new historical conditions, Lenin arrived at the conclusion that socialiem 
would firet be victorious in one country. Under the guidance of thie theory, Russia 
firet won victory in the October Revolution, with the proletariat seizing power. 
While the means of production became state-owned, Lenin intended to implement the 
socialist principles expounded by Marx and Engels, but it was a mistake to do so, 
Lenin saye that expe ted=-or perhaps it would be truer to say that we presumed 
without having given it adequate consideration--to be able to organize the state 
production and the state distribution of products on communist lines in a emall 
peasant country directly as ordered by the proletarian state. Experience has proved 
that we were wrong.” (Lenin: “Selected Works," “Fourth Anniversary of the October 
Revolution,” vol 4, p 571) The error lies in confusing the different stages of so- 
cialiem and trying to replace commodity production and exchange with direct product 
production and distribution. Consequently, the Soviet system faced a crisis and the 
worker=peasant alliance the danger of a breakup; a new economic policy had to be 
practised in which trade was allowed and became a central link in entire work. As 
Lenin said, “At the present time, in the sphere of activity with which we are deal- 
ing, thie link is the revival of home trade under proper state regulation (direc- 
tion). Trade is the ‘link’ in the historical chain of events, in the transitional 
forms of our socialist construction in 1921-22, which we, the proletarian govern- 
ment, we the ruling communist party, ‘must grasp with all our might.’ If we ‘grasp’ 
this link firmly enough now we shall certainly control the whole chain in the very 
near future. If we do not, we shall not control the whole chain, we shall not create 
the foundation for socialist social and economic relations." (Lenin: “Selected 
Works," “The Importance of Gold Now and After the Complete Victory of Socialism," 
vol 4, p 578) To Lenin, commodity alone is the “only possible economic link be- 
tween the scores of millions of small farmers and large-scale industry." (Ibid., 

p 579) This shows that Lenin did not stick to Marxism as a rigid, written theory; 
he applied and developed it according to the actual situation. As he said, "Com- 
muniem and trade?! It sounds strange. The two seem to be unconnected, incongruous, 
poles apart. But if we study it from the point of view of economics, we shall find 
that the one is no more remote from tue other than communism is from small-peasant, 
patriarchal farming.” (Ibid., p 578) Practise proves that Lenin was correct. Vi- 
gorous trade enabled the economy to recover and develop and the worker-peasant 
alliance to consolidate its foundation, so that the first socialist country sur- 
vived her difficulties. 





Russia's experience during her transitional period revealed the necessity of com- 
modity production at that time. It was richer and more concrete than the transition- 
al period discussed by Marx and Engels. However, what has not been thoroughly re- 
solved either in theory or in practise is whether commodity production still exists 
when the transitional period has ended and socialist production relations have been 
established. 


In his “Beonomic Problems of Socialism in the USSR," Stalin affirmed the necessity 
of commodity production in a socialist society and the still important effects of 
the law of value. Thus Stalin further developed Marxist-Leninist political eco- 
nomy. However, Stalin's discussion was not thorough and at time self-contradictory 
due to mixing up commodity socialism with product socialism and guiding and admin- 
istering commodity socialist economy with theories of product socialism. As a result, 
the national economy developed slowly along a long and winding path and the superior- 
ity of the socialist system was not brought into full play. 





26 








In fact, ae Lenin further developed Marxist scientific socialiam, political economy 
should have developed at a similar pace, so that the two could have been in accord. 
Lenin's theory of socialist victory in one country often materializes in economi- 
cally backward countries. One of the basic reasons for the backward economy of these 
countries lies in their undeveloped commodity production. When the proletariat have 
won the revolution, their first task is to develop the productive forces. It has 
been proved by practice in socialist construction that this can be done only by 
keeping commodity production and exchange. The development of commodity production 
marks the development of social prodcutive forces. Meanwhile, the development of 
commodity production promotes division of labor in society, which in turn strengthens 
cooperation, fosters the socialization of production, sets a material foundation for 
the socialist system and enables public ownership to develop in large-scale produc- 
tion. Hence only through the stage of commodity socialism can these countries reach 
the stage of product socialism envisaged by Marx and Engels. To distinguish these 
stages in theory is a task in political economy. Only this distinction and corre- 
spond in theory with Marx's scientific prediction and in practice with Lenin's 
theory of socialist victory in one country, so that theory is united with practise. 


Actual conditions reveal the main features of commodity socialism as thus: first, 
each enterprise is a relatively independent commodity producer, which has autonomous 
economic management within the scope of the nation's plan, guidance and policy; 
second, each enterprise produces commodities which the nation cannot allot, and the 
lw of value has a regulatory function in the fields of production and circulation; 
third, allowing prices to float freely within a certain scope (according to Samuel- 
son, a well-known American economists, “there has never been a pure, 100 percent 
self-regulatory enterprise system, although Britain in the Victorian era came close 
to it. In the present system, the government plays an important role in the appli- 
cation of the price regulation system." (From “Economics” vol 1, Commerical Press 
1979 Edition, p 27) Socialist countries certainly interfere much more in pricing 
than capitalist countries do, and so a pricing system and policy is formed.) And 
protecting justified competition so as to encourage progress and eliminate backward 
enterprises step by step; four, each enterprise is an independent accounting unit that 
assumes sole responsibility for its profits and losses, it covers its expenses with 
its own incomes, pays taxes and differential income to the state, pays wages to its 
staff according to its income and staff labor, and allows a certain degree of float- 
ing while guaranteeing basic incomes. Apart from the above expenses, the enter- 
prise must have surplus for reproduction and staff welfare. Only in this way can the 
enterprise become a relatively independent commodity producer and its incentive and 
initiative be brought into play. 


However, in our socialist economic management in the past, the two stages were con- 
fused. Commodity socialist economy was administered with the principles of product 
socialism. Conflict appeared both in theory and in practice. The separation of 
theory from practise was chiefly reflected in the blind pursuit for an ownership 
that was the bigger and the more public the better, and in another blind pursuit for 
a highly centralized instructive plan to include supply, production, marketing, man- 
power and capital in the national plan, so that an enterprise could not act on its 
own and was completely fettered. All this was contradictory to the demands of com- 
modity production. In theory ownership by the whole people and highly centralized 
plans mark the superiority of the socialist system. We said ownership by the whole 
people was the economic basis for planning and management, but we totally ignored 








the restriction of socialization of production on planning. Whenever we had to 
“strengthen the plan," the central authorities would immediately have the say over 
the administration of an enterprise. To promote collective ownership economy, we 
carried out programs like "transition in a state of poverty" in villages and “up- 
grading” and “merger of factories" in the cities. We discouraged household sideline 
production and private plots in much the same way as we cut "the capitalist tail." 
Ignoring the degree of socialization of productive forces, insisting on adopting 
th. above measures, including all production and circulation in a unified national 
plan, and administering the economy with the principles of direct product produc- 
tion and distribution--these measures violated objective economic laws and encoun- 
tered all kinds of insurmoun ‘le obstructions in reality. Since we neither under- 


stood nor recognized econom ws, we could only rely on administrative means to 
mix nonsocialization with d° |» t forms of ownership together by force, and carry 
out unified plans to repla. © odity production and circulation. This was indeed 


feudal separatist rule in th. avsence of feudalism and guild administration in the 
absence of a guild system, both of which retarded the development of commodity eco- 
nomy. It was so-called "rules and regulations" in management. Under these condi- 
tions, such phenomena as bureaucracy, subjectivism, wrong orders, low efficiency, 
poor economic results and appalling waste were bound to occur. All this was due to 
the confusion of the two stages: commodity socialism and product socialism. From 
now on we should confirm that the present stage is one of commodity socialism. In 
making long-term plans, we should take developing commodity production as the cen- 
tral task. What does not meet the demands of the development of commodity produc- 
tion should be regulated and reformed. 


There is a clear distinction between commodity socialism and capitalism. Here we 
practise public ownership of the means of production and distribution according to 
work: the scope of commodity is narrowed down, the means of production cannot be 
sold to the individual, the capitalist is absent from commodity exchange, and the 
aim of production is to satisfy people's material and cultural needs. As the over- 
all economic development is in tune with the plans and policy formed by the state 
according to economic laws, it can avoid chaos and economic crisis. The above ac- 
count explains the intrinsic economic differences between commodity socialism and 
capitalism. The two must not be confused. 


Commodity socialism and product socialism have many points in common: in both of 
them the means of production is publicly owned and distribution according to work is 
practised. All economic laws of socialism are effective in both stages. Due to 
some differences in economic conditions and the level of productive forces, the eco- 
nomic laws have different effects in various fields. Take public ownership as an 
example, in product socialism it is all-society public ownership, whereas in commo- 
dity socialism it is otherwise. In both stages, distribution according to work re- 
fers to the distribution of individual consumer goods, but in commodity production 
this is done through commodities and currency, whereas in product socialism it is 
done through labor certificates. The basic economic laws are effective in both 
stages, but in product socialism, society's aim of production is realized directly 
through the use value of products, whereas in commodity socialism it is through 
“commodity as equivalent to use value" and “uniform value." If either one of the 
two commodity factors is not realized, the whole commodity exchange cannot take 
place either, and eventually the socialist aim of production cannot materialize. 














so the two are united. The old theory that the aim of socialist production is equi- 
valent to use value and that only the aim of capitalist production is value is now 
not totally correct. It is right to say that the aim of socialist production is 

not for surplus value. Yet in thasituation where commodity production exists, it 

is not theoretically justified to say that use value alone is the aim of social pro- 
duction. Commodity itself is value and use value combined. Measures like one- 
sided pursuit of quantity of products and not budgeting for production costs and 
economic effects are unrealistic. In agriculture, our attempt to "get tons of output 
from fields" only resulted in poverty-stricken production teams with high production; 
in industry "“tonnage-ism" caused enormous accumulation and waste. Both were dis- 
astrous effects resulting from negligence of value and the concept that the aim of 
socialist production is use value alone. This is an inevitable outcome when the two 
stages of socialism are mixed. In this way, the method to implement the aim of 
product socialism was wrongly applied to commodity socialism, and so what was done 
was not in tune with actual economic conditions. 


In commodity socialism, the entire national economy is planned, but this plan can- 
not work without value law, and it is not carried out directly as in product social- 
ism. Direct planning in product socialism is antithetical to value law, and planning 
in commodity socialism is done through conscious application of the value law. Some 
people regard planning and value law as antithetical. This is because the negate 
the difference in carrying out plans in commodity socialism and product socialism. 
They also negate value law and planning in commodity socialism with planning in 
product socialism. One feature of economic planning in commodity socialism is 
utilizing value law in a planned way. Under capitalist private ownership, value 
law has two effects: on one hand it spontaneously regulates the balance of social 
production, and on the other it causes competition and anarchistic production. In 
the past discussions on the effects of value law under socialist conditions, the 
regulatory function was totally refuted. Now we should give full play to value in 
this aspect, and overcome the resulting imbalance. Why can't we apply value law in 
the same way as we do water and electricty, adopting its merits and avoiding its 
harms? Under socialist conditions, we can certainly make conscious use of value 
law and leap from the realm of necessity to that of freedom. For this we should 
do well at least in the following three tasks: first, the state should make long- 
term plans, forecast economic development, publicize control figures and provide 
economic information in order to guide and influence enterprise production; second, 
through concrete measures, the state should regulate social production and circul- 
ation with such economic levers as pricing, taxation, bank loans, interests and 
wages, so that enterprises, in considering their immediate economic benefits, will 
obey the demands of state plans; third, through economic legislation, we should 
use compulsory means to force enterprises to follow state plans. In this way, we 
can basically overcome anarchism in social production and develop national economy 
in a planned way. One feature of economic planning in commodity socialism is con- 
scious application of value law; that of product socialism is direct planning. At 
present some capitalist countries are making plans to interfere with their economy 
by means of pricing, interest, taxation and wages. Is this similar to our planning 
for commodity socialism? The answer is no, for in capitalism there exist various 
financial groups which control the making and implementation of economic policies. 
As a result, the capitalist case is limited in scope and planned development for the 
whole social production is impossible. 
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In socialist construction in economically backward countries, only through commodity 
socialism can we reach product socialism, and only then will commodities vanish. 

The conditions for socialist product production are different from those for public 
ownership and division of labor in society. The development of product production 
will lead division of labor in society to specialization. Specialization will pro- 
vide conditions for automation in production. The latter demands a higher level 

in science and culture from the operator. With the old society's gaps in labor 
div.sion drastically narrowed down and labor time shortened, conditions for over- 
all development for mankind will be created. The development of division of 

labor in society will bring the departments and enterprises to closer interdepend- 
ence and inter-restriction. Especially with automation, different forms of public 
ownership will make the transition to ownership by society, and the development of 
production relations will adjust to the socialization of production procedures. 

With the development of production relations, some commodities will gradually with- 
draw from the stage of history and will even be replaced by products. This will be 
the coming of the socialism envisaged by Marx and Engels, that is product socialism. 
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[Article by Mei Xingbao [2734 5281 0202], student of agricultural economy, 1978 
the Chinese People's College: "Discussion of Marx's and Engel's Conception of 
Public Ownership Under Socialism") 


[Text] In this era, public ownership under socialism is not only a matter of basic 
theory but also an important practice in China. The work being undertaken in our 
country to restructure the ownership system is in fact a demand made by the produc- 
tive forces of the present stage on the relations of production. But some people 
held that the restructuring work is t Marxist theory about socialist public 
ownership and they even regard it as “a big step backward." Consequently, some 
regions and units are not clear as how to carry out readjustment work and they are 
at a loss how to do it. Now the question is: is the public ownership we have 
formed in line with the socialist public ownership that was assumed by Marx and 
Engels? And what is the difference between our soicalist public ownership and 

the one they imagined? What is the structure of the ownership that we should have 
today? It is very important to make these questions clear to guide our practice of 
the economic restructuring and in developing our national economy as a whole. 


I 


The socialist public ownership assumed by Marx and Engels was based on the supposi- 
tion that socialist revolution must simultaneously succeed in several or all ad- 
vanced capitalist countries. And with capitalist industrialization, the social 
productive force of these countries will develop to a higher level. In addition, 
the socialist public ownership imagined by Marx and Engles is public ownership under 
communism. Marx explicitly pointed out: "Scientific socialism will only apply 
when it is contradictory to utopian socialism." (Marx: “Selected Works of Marx and 
Engles, “Abstract of ‘The State and Anarchy’ by Bakunin" vol 2, p 638) In fact they 
regarded socialism as synonymous with communism, so as to differentiate and compare 
scientific socialism with utopian socialism. They used different names under dif- 
ferent situations just in order to conform to the habit at that time. Therefore, 
the contents and forms of soc‘alist public ownership or communist public ownership 
have in general the following features: 








First, this public ownership is unitary ownership by the whole society with unitary 
structure. According to Marx's and Engels’ imagination, public ownership in both the 
lower and higher stages of communism means that the means of production belong to 
all members of society. Engels said: "There are only two forms of possession of 
the means of production...either individual possession...or public possession." 
"Socialist interest does not defend individual possession but will abolish it because 
public possession is impossible in places where individual possession still exists;" 
therefore, “it is better to say that the task of socialism is to hand the means of 
peoduction over to the producers as their public possession." (Engels: "Selected 
Works of Marx and Engels," “The Problems of Deutsch Farmers" vol 4, pp 302-303) By 
“public possession" Engels meant possession within the sphere of society. That is 
to say, all members of the society are the owners of all means of production. Di- 
rect combination of laborers and the means of production becomes the basis for the 
form of social production. This form will also become the social production form 
in the lower stage of communism. 


When the proletariat had just seized political power, Marx and Engels held that the 
relations of ownership of the means of production would take the form of ownership 
by the state. They said: “By using their own political power, the proletariat step 
by step seize all the capital of the bourgeoisie, and concentrate all production 
tools into the hand of the state that is composed of the ruling class to increase 
as soon as possible the total capacity of the productive force." (Marx and Engels: 
"Selected Works of Marx and Engels," "Manifesto of the Communist Party," vol 1, 

p 272) Experience has proven that following the seizure of power by the proletar- 
iat, it is imperative to use the form of ownership by the state, but this form alone 
s not enough. 





In his late years, Marx imagined that in the countries with peasants as the majority 
or in places where, unlike Britain, the peasants are not replaced by farm laborers, 
"the proletariat will, on behalf of the government, take measures to directly inm- 
prove the conditions of the farmers so as to draw them over to the side of the re- 
volution. From the beginning, these measures must promote the transition of priv- 
ate land ownership to collective land ownership so as to enable the peasants to 
realize this transition through economic way. But measures that would offend them 
must not be taken. Such measures include abolishing the right of inheritance or 
ownership by the peasants." (Marx: “Selected Works of Marx and Engels," “Abstract 
of ‘The State and Anarchy’ by Bakunin" vol 2, p 635) Engels also pointed out ex- 
plicitly that “during the whole transitional period to communism, we must undertake 
large-scale cooperative production as an intermediate link. Marx and I have never 
been sceptical about it.” (Engels" "A Letter to August Bebel, 20-23 January 1886" 
and “Letters on ‘Capital’ by Marx and Engels” p 470) In declaring their imagination 
both Marx and Engels had already expounded the theory about the transitional period. 
Therefore it can be seen that their imaginative collective ownership only referred 
to a form of the ownership of the means of production during the transitional per- 
iod from capitalism to communism in countries with small-scale farming by individual 
households as the main business. They did not regard this ownership as public 
ownership under socialism at the end of the transitional period. On the contrary, 
they held that this ownership would be replaced by state ownership at the end of 

the transitional period. Therefore, according to their imagination, there is only 
one form of possession during the first stage of communism, and this form is so- 
cialist public ownership. They also regarded the more by the state to possess the 














means of production as the first but final independent measures. Thus conse- 
quantly, following the elimination of the state, ownership by the state will be 
replaced by ownership by the whole people in the period of higher stage of commun- 
ism. Thus such a unitary structure of ownership does not totally accord with the 
reality in our country. 


Second, the socialist public ownership assumed by Marx and Engels is regarded as 
opposite to the capitalist private ownership that emerged as a result of highly 
developed productivity. Such ownership highly accords with socialized mass produc- 
tion. After the formation of the imaginative socialist public ownership, anarchic 
social production will be replaced by social and systematic readjustment of produc- 
tion according to the need of society and all its members. Thus, “after that, they 
will consciously create their own history; after that, the role of social causes 
motivated by the people will achieve ever-increasing expected results in the main 
aspects. This situation means that the realm of necessity of mankind leaps into 
the realm of freedom" (Engels: “Anti-Duhring," People's Publishing House, 1970, 

p 280) Consequently, the establishment of this type of public ownership will con- 
stantly promote the material and technical base of communism, greatly raise people's 
cultural standard, help form a unified and systematic national economic system 

and gradually realize modernized production that is carried out in a planned way 
and that belongs to the whole of society, including urban and rural areas. Members 
of society in general take part in management, all the laborers are equal in the 
relations of production and they are all owners of the means of production in the 
whole of society. Therefore it is necessary and possible under the basis of such 
productive forces to arrange the means of production in a unified way within the 
sphere of society. The form of exchange of commodities is no longer necessary. But 
with one level of productive forces, such situation cannot be realized in our coun- 
try at the present stage. 


Third, the socialist public ownership imagined by Marx and Engels stressed that 
laborers must directly combine themselves with the means of production. In addi- 
tion, laborers cannot in other forms (such as representing a private owner of the 
means of production) take part in social production except through his own labor. 
This situation constitutes an indispensable part of the entity of the ownership. 
Engels said that all the means of production of a society “can be possessed and 
made possible only when the material conditions for such possession is ready," and 
when production develops into this stage, “the possession of the means of production 
by a certain particular social class and the political control, educational mono- 
poly and spiritual leadership by this class is not only unnecessary but will be- 
come an obstacle to economic, political and spiritual development." (Engels: “Anti- 
Duhring,” the People's Publishing House, 1970, pp 278-279) In short, it is only 

the labor of the people and nothing else that can supply them. In addition, with 
the exception of personal seans of consumption, there is no personal property. 

Thus small commodity producers, individuals, laborers and the laborers of the units 
with collective economy who take part in social production as laborers and at the 
same time are also the owners of the means of production will not exist under the 
socialist public ownership imagined by Marx and Engels. 
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It is clear that the public ownership imagined by Marx and Engels differs very 
much fromthe public ownership that we have formed both in content and form. In 
particular, their imaginative public ownership js contradictory in some aspects to 
the structures of our present public ownership. If we treat the conclusion made 
by Marx and Engels at that time as dogmatic and use it to measure the ever-develop- 
in, social phenomena of today, then the contradiction between the theory and prac- 
tise will never be resolved. 


Marx and Engels lived in the era when capitalism was on the upsurge. At that time, 
free competition had not completely developed into monopoly and various contradic- 
tions of capitalist countries had not developed so sharply, while productivity and 
the relations of production were still developing. Therefore, the conditions for 
socialist revolution were not mature in the middle and late 19th century. Marx's 
and Engels’ greatest contribution was that they expounded the law of the emergence, 
development and extermination of capitalism and predicted the historical trend in 
which capitalism will eventually be replaced by socialism. We can in no way re- 
gard every sentence and every imagination of Marx and Engels as a panacea for solving 
actual problems. With the development of capitalism, many new situations that were 
beyond the imagination of Marx and Engels have appeared today. These situations, 
which require new theories to sum up and explain, are even contradictory to their 
imagination. In particular, out of their imagination, these situations have ap- 
peared in socialist society in Eastern countries decades after they passed away. 


Therefore it is quite understandable that when Marx and Engels viewed their imagina- 
tion of socialism, the concept of scientific socialism was only shared by a few 
workers and intellectuals with consciousness and it was yet to be realized. It 

was only in the late 19th century and early 20th century that capitalism developed 
from free competition into monopoly to become imperialism. Under the role of the 
law of unbalanced development of imperialist politics and economics, the proletariat 
broke through the werkest point of the front of imperialism and first won socialist 
revolution in backward countries in Europe and Asia instead of in advanced capital- 
ist industrialized countries in Western Europe and North America. Thus such condi- 
tions have determined that the features of socialist public ownership in the present 
stage in our country differ in content and form from that imagined by Marx and 
Engels. The standard of our public ownership cannot be as high as imagined by them 
and it cannot take a single form. Therefore, we must bear in mind that our economy 
largely consists of small peasant economy with weak foundation. Consequently, the 
form of our ownership must accord with the situations of our country. 
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Concretely speaking, although Marx's and Engels’ imaginative socialist public owner- 
ship differs in many aspects from reality in our country, their stand, viewpoints 
and methods in studying the relations of socialist public ownership still remain 

a guide for us in studying our public ownership in the present stage. 


Marx and Engels persisted in the doctrine that everything has two aspects in in- 
vestigating the contents and forms of ownership from the angle of law and economy. 











They defined from the angle of law that the forms of ownership belong to the relations 
of will. What is more important, they defined the forms of ownership from the angle 
of the relations of economy. They pointed out: "In private law, the existing owner- 
ship is the result of general will.” (Marx and Engels: "Selected Works of Marx and 
Engels,” “Ludwig Andrias Feuerbach," vol 1 pp70-71, 74-75) But "to investigate 
things merely from the angle of relations of will, they are not things. When these 
things are independent of the right (a relation which is termed as concept by philo- 
sophers) during exchanges, they then become things. That is to say, they are real 
property. Be defining the right as legal imagination, then when the relations of 
ownership further develop, it will result in such situations in which some people 
will enjoy legally the right of possessing some things but in fact they do not possess 
them. For example, because of competition, some pleces of land are no longer avail- 
able for leasing. But legally, che owner of these lands still has the right to pos- 
sess, use and even indiscciminately use these lands. Such right is in fact useless 

to him. As the owner of the lands, ae has uothing piovded that he has enough capi- 
tal to operate the lands.” (Marx and Engels: “Seiccted Works of Marx and Engels, 
"Ludwig Andreas Feuerbach" vol 1, pp 70-71, 74-/5) Such an explicit explanation 
shows that the forms of economic relations are in fact the nature of ownership. To 
possess is not for the sake of possessiou itselt but for realizing certain economic 
interests. 


Marx and Engels also persisted in investigating the relations of ownership from the 
angle of its development. They heid that the possession of the means of production 
by members of society was caused by different levels of the development of productive 
forces in different periods. ‘Such possession is first restricted by the things 
that are to be possessed. It is also restricted by the total development of the 
things themselves and by the productive forces that exist only within the sphere of 
exchanges in general,” and at ihe same tiwe, “such possession is also restriced 

by the individuals who possess’ and ‘restiicted by the forms that are taken for 
possessing.” (Marx and Engels: ‘Selected Works of Marx and Engels, “Ludwig Andrias 
Feuerbach" vol 1 pp 70-71, 74-75) That is io sey, cae reiations of public owner- 
ship imagined by Marx and Engels eventually show stages of development from immatur- 
ity to maturity. 


According to the above mentioned viewpoints of dialectic and development and the 
principle often expounded by Marx and Fageis that the relations of production that 
must accord with productive force, we can dec.de which relations of ownership are 
advanced and which are backward. Accordingly, we can also properly sum up the 
rational structures of our present ownership end the basic features of our public 
owner ship. 


Our public ownership has been formed on the besis oi « backward, semi-feudal and semi- 
colonial economy. Under this ownership sysiem, eecn Laborer is an owner of the means 
of production. But compared wich edvenced countries, the means of production such 

as machinery and production tools that are possessed by each laborers are of poor 
quality, small quantity and low efiiciercy. furthermore, these means of production 
are possessed by various nationslities, regions, cepartments or by various enter- 
prises of a department and they differ very wuch trom each other. They range from 
advanced and automaticeliy-controiied equipment of the 1970's to ploughs of the 
Middle Ages. 
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The owners themselves have low cultural and technical levela. They cannot choose 
their job by totally depending on their talent and knowledge, and there existe a 
big gap between aanual laborers and mental laborers. The form of the combination 
between laborers and the means of production is etill characterised by the old social 
division of labor that generally existe. They can only engage in one professional 
job for the reat of their life. Material production conditions have become an ob- 
atacle for them to display their talent, that eventually cannot fully develop. 

Labor has become an individual method of livelihood. Thus material incentive is 
necessary to make use of the talent of laborers. All these are decided by the level 
of the present productive force which is characterized by low level and many dupli- 
cations. Hence it is imperative to have ownership with different etreutres. That is 
to say, our ownership is composed of the economy of public ownership as the main 
thing and individual economy as a supplement. The economy of public ownership in- 
cludes various forme of business and various s'ructures of ownership. Thus in order 
to develop production, different laborers of different economic units possess dif- 
ferent means of production and attain different economic results. But in the past, 
we had only two forme of ownership~--ownership by the state and the collective owner- 
ship. In euch a situation, the possession of the means of production met many re- 
strictions objectively and subjectively. As a result, the possessors could not 
gain proper economic interest and they were not interested in production. Thus 

this kind ofetructure of ownership seriously hampered the development of productive 
force and it must be restructured at once. This includes restructuring and reorgan- 
izing the subordinate relations of enterprises. For example, the enterprises that 
do not have enough materials, that have lost money in successive years and have long 
been uncompetitive must be resolutely closed down, have their production suspended, 
be merged or turned to other production. On the other hand, some state enterprises 
may be turned into collective enterprises with sole responsibility for their own 
losses or profits. Practice has proven that small state enterprises in many places 
have made multiple profits after they were turned into collective enterprises. 
Similar measures must be taken in agriculture according to specific conditions, and 
relevant policies must be relaxed so that rural economy can further develop. The 
method of fixing farm output quotas for each household has been introduced in many 
remote and mountainous regions that have consequently become prosperous. In short, 
ownership must have different forms of structure and various enterprises must be 
allowed to develop through competition. 





Our economy is mainly composed of the economy of ownership by the state. The enter- 
prises under this ownership must carry out the principle of material interest, pur- 
sue economic results and carry out economic accounting. The collective economy re- 
mains an important part of the public economy and in general the economic organiza- 
tions of this economy are small in the size of their business but have enormous 
labor force. In addition, the laborers of these enterprises are directly combined 
with the means of production in a smaller field. Therefore such enterprises can 
more easily attain visible material interest and are most suitable for carrying out 
manual labor as their main task. Such enterprises must get support from the state 
so that they will develop more rapidly. 


As mentioned above, it is not enough for public ownership at the present stage just 
to have two forms of structure. In the work of restructuring our economy over the 
past 1 to 2 years, there has appeared a new form of the collective economy--owner- 
ship by joint ventures. This economic ownership differs from the features of both 








ownership by the state and collective ownership. Such joint ventures are composed 
of many enterprises with different (they may aleo be of the same) ownership. Such 
organizations are set up under the principle of voluntariness and mutual interest 

to mee the need of objective economic law so as to accord with the need of social~- 
ized and specialized production. Joint ventures will help various regions, depart- 
ments and enterprises display their economic and technical advantages and enable 

the enterprises to display their advantages, overcome disadvantages and complement 
each other. Thus on the basis of the existing labor force and materials, these 
enterprises change the forms of their business and reorganize labor force to attain 
higher profits than from individual operation, and enable the laborers to achieve 
more economic interest under the same amount of the means of production. Concretely 
speaking, ownership by joint ventures is divided into the economy of the enterprises 
with public ownership, and joint economy of China and foreign countries. The 

former is composed of the enterprises that broke through the limit of regions, trades 
and ownership, while the latter is the economy composed of our and that of other 
countries. As joint ventures are at present mainly undertaken between our country 
and capitlaists of advanced capitalist countires and regions, therefore this econ- 
omy can be called state capitalist economy. 


In addition to the forms of public ownership mentioned above, there also exists 
individual economy, which is helpful in enlivening the markets, and complements 
the economy of public ownership; it will continue to exist for a long time to come. 
After socialized and specialized production has developed, this individual economy 
will automatically combine itself with the economy of public ownership. Therefore 
it is not necessary for the state to take forcible action against such economy. 


Practice in economic construction over the past 1 to 2 years has proven that the 
existence of various forms of the structure of ownership is in line with the level 
of our productive force. Such relations 6f ownership have greatly developed pro- 
ductive force and enabled many trades ano enterprises to develop very rapidly. So 
the criterion for judging whether the present structure of the ownership is rational 
and whether the nature of the public ownership by enterprises is backward is not the 
subordinate relations, neither is it the degree of public ownership. The only 
criterion is to see whether the present structure of ownership accords with and 
promotes the development of productive force and brings more and more material in- 
terest to the possessors of the means of production. The work to make the structure 
of the present ownership flexible and the work of the readjustment of the subordi- 
nate relations of the means of production is a move of advance, not retreat. On 
the contrary, if we disregard both the level of productve force and the economic 
interest ofthe possessors of the means of productionand carry out the so-called 
revolution in the relations.of ownership, such a “revolution” is a step backward 
historically even if it helps to increase the degree of public ownership and brings 
about a unitary structure of ownership. Under the slogan of seeking things “large 
in size and collective in nature," the relations of ownership constantly “made the 
transition under poor economic conditions" after 1958. Measures were also taken 

to upgrade ownership, but such measures in fact ran counter to the Marxist prin- 
ciple that the relations of production gust be in line with the nature and level 

of productve force. 


The various forms of the present relations of ownership will still be readjusted 


in future so as to enable them to accord with the development of production. But 
this readjustment will not follow the past experience of making the transition from 
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amall collective to big collective and from collective ownership to ownership by 

the whole people. At present, it is unsuitable for us to set up many big enterprises 
with estate investment. On the contrary, we must go all out to develop the economy 

of joint ventures. This economy will eventually unite into many truete in competi- 
tion; and these trusts will further promote the union that will gradually develop 
into a unified economic organization of the whole country and the whole people. 

Thus a communist society will emerge on the basis of a highly developed social 
productive force. 
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[Article by Wu Jiapei [3527 1367 1014) of the Economic Research Institute of the 
Jhinese Academy of Social Sciences: “Questions Concerning the Study of Quantita- 
tive Economics") 


[Text] What we call the study of quantitative economics refers to the study of 

the quantitative expression, relations and changes of the economy, the study of the 
relevant laws, as well as the study of the requisite tools for analyzing economic 
quantitites (mainly methods of economic mathematics). Marxist economics always pays 
great attention to the quantitative study of the economy. In the current construc- 
tion of socialist modernization, to pose the study of quantitative economics as a 
problem is of great significance to the development of economic science and to 
raising the etandard of our economic work. 


The following phenomenon in real life evokes deep thought: on one hand, in economic 
work people often pursue quantity at the expense of quality, but on the other hand, 
ia economic research people often do qualitative analysis alone without paying at- 
tention to quantitative analysis. These two facts appear to be contradictory 
trends, but actually they are inherently consistent. Quality and quantity consti- 
tue a dialectical unity, but at different times or places or under different con- 
ditions, the means and effects of a transition from quantitative change to qualitative 
change or from qualitative change to quantitative change do not remain absolutely 
unchanged. In actual economic work, when we fulfill a certain quantity, we also 
need to develop science and technology, raise the standard of management and so on 
in order to further improve the quality. In theoretical economic research, to con- 
duct quantitative analysis in addition to basic qualitative analysis, we need to 
acquire adequate information, improve our analytical tools, employ mathematical 
methods and computation techniques, and so on. When economic development is still 
at the stage of being principally extensive in nature, people often pay attention 

to quantity alone because economic development mainly relies on the quantitative 
expansion of various factors of production. However, when economic development 
becomes principally intensive, people will focus their main attention on research 
into quality, because economic development will then rely mainly on raising the 
quality and utilization ratio of variews factors of production. Corresponding to 
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the particular stage of economic development, when studying the process of prin- 
cipally extensive economic development, generally we can master the qualitative 
characteristics without any particularly complicated quantitative analysis, because 
ic is rather simple to analyze the factors. However, when studying the process of 
principally intensive economic development, it ia very difficult to accomplish the 
task of ascertaining the quality by relying solely on experience and intuition 
without conducting in-depth quantitative analysis, because various factors and their 
laterrelationships become increasingly complicated. Therefore, the transition of 
economic analysis from qualitative analysis to quantitative analysis signifies the 
deepening of cognition--a leap from a lower stage to a higher stage. (To express 
the quality of an objective thing as a quantity is an important method and indica- 
tion of man's deepening of his cognition of objective things. It indicates that 
scientific knowledge changes from incomplete to complete and from inaccurate to 
accurate. However, such development of cognition is based not on the divorcement 
of quality from quantity but on the unity of quality and quantity. Qualitative 
study cannot be conducted without a definite amount of quantitative observation 
and analysis, and quantitative analysis gust be based on qualitative analysis and 
it must promote qualitative analysis.) Whether this leap can be accomplished de- 
penis on the objective progress of economic development and is also constrained by 
many other factors. 


Over the past 30 years or more, our country has achieved great success in its eco- 
nomic research work. However, judgine from the actual research results, applied 
economics developed less satisfactorily than theoretical economics, quantitative 
analysis developed less fully than qualitative analysis, and the discussion of 
methods and methodology was less active than the discussion of general abstract 
theory. For a long time, we did not pay great attention to the science of economic 
management, the analysis and study of economic statistical data and the application 
of mathematical methods in our economy. Published articles very seldom carried 
figures and formulas. The theorecical conclusions of economic research lacked 
numerical proof and were therefore not concrete enough to be applicable to actual 
economic work. Some works contained quantitative analysis and applications of 
mathematical methods in addition to basic qualitative analysis, but they were often 
ignored because people thought these articles could not be understood. The causes 
of these phenomena are manifold. First, Lin Biao and the gang of four treated the 
quantitative study of economics and application of mathematical methods to economics 
as heresy, willfully denouncing such study and application as revisionist and 
bourgeois stuff. Consequently, our country’s research in this respect, which had 
just begun toward the end of the 1950's and the beginning of the 1960's, was ruined. 
Second, for a long time the problem of integrating theory with practice had not been 
very satisfactorily solved. Researchers could not obtain the economic data (in 
particular statistical data) necessary for quantitative analysis. In particular, 
there was insufficient data for comprehensive analysis. Third, our country's 
economic research personnel generally had a low standard in mathematics. Many com- 
rades were not accustomed to or were not interested in reading mathematical calcula- 
tions and deductions. In the teaching of economics, mathematical training was not 
awarded great attention, and mathematics had not attained its rightful position even 
in the teaching of statistics. Lastly, in the final analysis, these phenomena 

are related to such objective realities as the underdevelopment of our country's 
productive forces, the backwardness of our science and technology and the fact that 
our national economic development is at the stage of Seing principally extensive. 











Correspondingly, the development of our country's economic science has not attained 
the level at which mathematical methods and computers are widely used. 


After the focal point of the party's work has shifted, in the process of implementing 
the principle of "readjustment, restructuring, rectification, improvement," and on 
the road of the new long march toward achieving the four modernizations, it has be- 
come increasingly important to alter the backward situation of our economic science 
and to strengthen the study of problems of national economic development concerning 
quantitites and methods. The importance is explained below. 


First, economic science should serve the four modernizations better. When developing 
such branches of theoretical economics as political economics and the economics of 
productive forces, we must also vigorously develop such branches of applied econom- 
ics as the science of economic management, technological economics, quantitative 
economics and so on. Then, the theory of economic science wi.il not merely serve 

as an ideology to arm economic workers, enabling them to work better according to 
objective economic laws. In addition, by making economic theory more concrete and 
accurate, and by means of such intermediate links as formating and testing specific 
plans and measures as well as providing various methods and technical means, we can 
directly link economic theory to economic practice, so that economic theory can 
serve economic practice on a wide scale. When dealing with many major economic 
problems such as economic systems, economic structures and importing foreign tech- 
nology, we should carry out detailed quantitative analysis to obtain more accurate 
quantitative solutions. Such demands on our efforts will become increasingly 
pressing as the construction of our socialist modernization progresses, and the use 
of mathematical methods and computers will make it possible to fulfill these de- 
mands. Likewise, the study of objective economic laws should not remain at the stage 
of correct exposition alone. It should further reveal the conditions and mechanisms 
under which economic laws perform their functions as well as weausre and determine 
the quantitative limits and the characteristics of such functicns, so that people 
can really use economic laws in organizing and managing social production to improve 
economic effectiveness. 


second, to improve economic management, most importantly planned management, we 
must more intensively study problems concerning quantities and methods. In economic 
management, policymaking and forecasting are indispensable. Correct policymaking 
cannot involve qualitative analysis alone without quantitative analysis. Policy- 
makers may have been able to rely on their experience to make judgments about past 
problems or simpler problems and arrive at correct decisions. However, faced with 
some increasingly complicated, new and major problems in economic development, 
policymakers often have no practical experience and cannot tackle them indiscreet- 
ly for fear of incurring huge losses. Then, they must rely on science and quanti- 
tative methods to conduct analyses and comparisons and arrive at better choices and 
decisions. The gradual transference of a large amount of policymaking power to 
lower levels and the coordination of many policies also necessitate quantitative 
testing as well as formulating appropriate methods. Economic forecasting linked to 
economi~ policymaking and long term planning, is aimed at discovering the trend of 
economic development as well as the direction and degree of development of the 
national economy and its various elements. Therefore, we must pay attention to 
forecasts that specify quantity and time and to the study of various corresponding 
methods. Moreover, the strengthening of equilibrium calculations in planned manage- 
ment (in particular the study and analysis of comprehensive equilibrium) and the 
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choice of plans (in particular the formulation and derivation of optimal plans) 
will also inevitably call for a wide use of mathematical methods. Currently, in 
addition to the improvement of planning methods, statistical, accounting and busi- 
ness accounting methods must also be promptly improved and perfected. 


Third, to modernize economic management, and in particular to efficiently use com- 
puters, the means of modern management, we must also correspondingly strengthen the 
study of quantitative problems and mathematical methods. Of course, modernizing 
economic management cannot be equated to using computers. However, the appearance 
and application of computers are an important indicator of the modernization of the 
means of economic management. The computer promotes the modernization of the econo- 
mic management system and methods. Computers are indispensable to the modernization 
of economic management. The information revolution, represented by the computer, 
enables machines to replace part of man's mental labor and can be said to be another 
great industrial revolution. The appearance of the computer cannot be described 
simply as an innovation of computing tools. Deepening quantitative economic analysis 
as well as studying and formulating methods and models of economic mathematics are 
the prerequisite for a wider application of computers in economic management. Such 
a wider application also calls for insuring an adequate and reliable supply of eco- 
nomic information (data and other materials). It is very difficult to organize and 
manage modern large scale production without scientific economic information, just 
as without advanced computation techniques. To opportunely obtain accurate and 
comprehensive economic information, and to transmit, decode, summarize, process, 
perform calculations on and analyze such information, it is necessary to make 
extensive use of statistical and mathematical methods in conjunction with a com- 
puter network so as to establish a powerful and rational economic information sys- 
tem. 


II 


The socialist economy is a unity of the productive forces and production relations. 
Both productive forces and production relations undergo quantitative and qualita- 
tive changes. However, quantitative changes predominate prior to any radical quali- 
tative change. Quantitative changes cannot be ignored. The socialist economy is 

a planned economy based on the public ownership of the means of production. The 

aim and interests of each enterprise are basically consistent with those of the entire 
society. This results in more favorable social conditions for quantitative study 

and the application of mathematical methods compared with capitalism. To develop 

the study of quantitative economics quickly, we should create conditions in the 

ways described below. 


First, in economic theoretical work, the study of quantity must be integrated 
with the study of quality. 


The objective basis for developing the study of quantitative economics is that any 
economic phenomenon or process is a unity of its qualitative and quantitative 
characteristics. Such unity is found not only in economic concepts and categories, 
but also in economic laws. The conversion of old quality into new quelitv is ac- 
complished on the basis of quantitative change. The unity of the q -ive and 
quantitative characteristics of an economic object calls for the synthesis of the 
two basic methods, qualitative analysis and quantitative analysis, in economic 








research. Without such synthesis, cognition will be biased and incorrect. In any 
science, we must take qualitative analysis as the prerequisite and admit its prime 
significance over quantitative analysis, because without the basis of prior and 
in-depth qualitative analysis, quantitative changes and the laws concerning them 
cannot be understood. In economic science, because of the soctal and historical 
properties of its objects of study and the greater complexity of their interrelation- 
ships compared with objects of nature, qualitative analysis is particularly import- 
ant. However, it is quite incorrect to underestimate the importance of quantita- 
tive analysis, ignore its role in deepening our cognition of quality and deny its 
great importance to the complete cognition of things. In studying the socialist 
economy, we tend not to put quantitative analysis in its proper and important place. 
The organization, management and planning of our socialist economy calls for greater 
attention to quantitative analysis. Without the corresponding quantitative analysis, 
qualitative analysis will become empty talk which cannot really solve practical eco- 
nomic problems. 


To develop quantitative analysis in socialist economic science, we must formulate 
and use economic mathematical models. (Such models are formulas or systems of 
formulas which represent quantitative relations in economics. For example, the 
following system of equations in the form of a matrix represents the quantitative 
relationship between the gross social products and the final products: the inverse 
of (I minus A). Y equals X. This is the economic mathematical model of joint inter- 
sectoral equilibrium. In the equation, :X is the gross social products vector, whose 
elements are the output quantitites of the products of various sectors. Y is the 
final products vector, whose elements are the total national income values of var- 
ious sectors. A is the direct consumption coefficient matrix, whose elements are 
the quantities of the direct consumption of one sector's products by another sector. 
I is the unit matrix, whose elements are 1 on the diagonal and O in the other posi- 
tions. In matrix calculations, the role of the unit matrix is equivalent to the 
role of 1 in the four fundamental operations or arithmetic.) Economic mathematical 
models are an important form of scientific abstraction and high-powered synthesis. 
They are the intermediate links between economic theory and economic reality. They 
simplify economic reality under the guidance of economic theory, but mainly speak- 
ing they are essentially similar or identical to economic reality. Thus, we can 

use such “simplication" to “master many different things, which can be recognized 
by the senses, according to their common properties." (Engels" Dialectics of Na- 
ture," "Collected Works of Marx and Engels," vol 20, p 579) Such simplication also 
helps us to obtain relevant materials from the economic reality which can then be 
studied in depth. Therefore, economic mathematical models represent certain economic 
contents and also possess definite mathematical forms. That is, they represent 
economic processes and economic links in mathematical form. They can be used as 
tools for theoretical study as well as means of solving specific economic problems. 


As in other kinds of quantitative analysis, the prerequisite for formulating and 
employing economic mathematical models is to conduct in-depth qualitative analysis 
and detailed revelations of concepts, categories, laws and the nature of economic 
relaticns and of relations of interdependence. For example, when we study the social- 
ist economic structure, to formulate and use the economic mathematical model of 
balanced links between one sector and another, we must clearly understand theore- 
tical concepts such as “sector,” “consumption,” and “commandeering,"” categories 
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such as “end product," "“semifinished product," “production-related technology" and 
“socioeconomic relations," as well as the essential relationship between develop- 
ment of production and satisfaction of needs in the basic economic law of socialism, 
in particular the actuel social needs, the quantity and composition of the residents’ 
consumption needs, the differences and relations between the demand that can be 
planned and is backed by purchasing power and the market demand that is affected 

by price changes and supply and demand relations, and so on. If these things are 
not clearly understood, practical results will be difficult to achieve. Therefore, 
we must pay attention to and develop the quantitative study and analysis of the so- 
clalist economy and at the same time strengthen the qualitative study and analysis 
of economic theory. Only thus can be better integrate these two aspects. Problems 
of the socialist economy have not been subjected to due quantitative study, and this 
is not unrelated to the fact that our study of their qualitative characteristics 
has been far from specific and what we have revealed has been very inadequate. 


Second, we should perfect and develop the basic work concerning economic informa- 
tion and data. 


It is inconceivable to develop quantitative economic studies without a great deal 
of reliable economic information and data, just as it is to carry out material 
production without raw materials. Over the past 30 years or more, various depart- 
ments, regions of our country as well as such comprehensive agencies as planning 
commissions and statistical bureaus, have accumulated a substantial wealth of val- 
uable historical materials concerning economic development. In particular, because 
under our country's socialist system the enterprises do not have "commercial se- 
crets," we have been able to obtain comprehensive national information through the 
unified system of submitting report forms. However, we should note that our coun- 
try's basic work concerning economic information and data is still relatively 
incomplete and has been particularly badly disrupted over the past 10 years or more. 
Data are confused, information is incomplete, figures unreliable, indicators are 
not uniform, and accounting, business accounting and statistical accounting are 
inconsistent with planning materials--these chaotic conditions have yet to be con- 
scientiously rectified and completely overcome. 


According to the needs of quantitative study, methods of improving the work con- 
cerning economic information and data include the following. 1) We can sort out the 
available historical information and data and improve their utilization ratio. 

Under the precondition of following the necessary security systems specified by the 
state, we can lift the restriction on as much economic information and data as pos- 
sible and let them play a role in theoretical research work to serve the four moder- 
nizations. 2) We can improve accounting and statistical accounting as well as 
fully bringing into play accounting information, particularly statistical informa- 
tion. We need to improve and strengthen the keeping of original records and the 
calculation of production costs and expenses. Statistical work must not only serve 
planning work, but also serve economic management and research. It should cease to 
be an appendage of planning work and should become independent. There must be 
legislation on statistical work. Only thus can statistical work more satisfactorily 
play its supervisory role. 3) We can popularize sample surveys and regular general 
surveys, which are effective means of obtaining important information. For a long 
time in the past sample surveys were negated and general surveys were seldom 








organized. This situation should not be allowed to continue. 4) We can strengthen 
the unifying of economic calculations. Apart from satisfying the special require- 
ments of various kinde of calculations, we can unify as far as possible the approaches 
of business calculation, accounting, statistical and planning calculation as 

well as technical economic calculation. Then, economic information can be more sci- 
entifically organized and a unifed, modern economic information system can be grad- 
ually established. 


Third, we should formulate and popularize methods of economic mathematics. 


Methods are the means of knowing and changing reality. Correct methods play an ex- 
tremely important role in scientific research. Mathematical methods are an important 
means of cognition. Engeis called it a “supplementary tool and mode of expression 
of dialectics." (Engels: “Collected Works of Marx and Engels," "Dialectics of 
Nature," vol 20, p 357) It is a particular method of cognition in relation to 
materialist dialectics, which is a general method of cognition. However, it is 

a general method in relation to various sciences which study the forme of movement 

of material. The objects of study of the economic science belong to certain identi- 
cal categories and are comparable. This is the necessary condition for applying 
measurement, calculations and mathematical methods to then. 


The mathematical methods employed in economic theoretical research and practical 
work include the vector matrix method for calculating complete consumption, the 
mathematical programming method for selecting the optimm plans, various statistical 
and mathematical methods for predicting the trend of economic development, the plan 
evaluation method adopted in economic management, the regressive analysis method 

for analyzing correlations among various economic factors and so on. Although many 
of these methods are ready-made and effective, when they ere popularized, new prob- 
lems will appear which call for a mathematical solution. For example, after linear 
programming had been applied to economics, the new problem of goal programming was 
raised. (Goal programming is a variant of linear programming. Linear programming 
generally merely solves the problem of optimizing the evaluaiton of a single goal, 
but goal programming enables many goals to get as near to the appraised goal value 
as possible under constraints.) Therefore, developing the quantitative study of 
economics must not only be guided by correct economic theory and made possible by 
adequate economic information, but also needs the tools of practical economic mathe- 
matical methods which can be easily popularized. 


I think the organizational requirements of developing quantitative economic studies 
include the following. First, we must alter the traditional method of research in 
the style of the handicraft industry. The highest economic leading body or a certain 
responsible department of the state should organize the efforts of the relevant 
research units, institutes of higher learning, economic agencies and so on, as well 
as recruit experts and scholars in various fields, so that they can cooperate and 
conduct comprehensive studies involving multiple disciplines. If a few research 
workers work individually within their specialized fields, then certain problem will 
remain unsolvable in particular the problems for economic mathematical study con- 
cerning the entire national economy, such as making optimum plans for and managing 
the national economy, making long term forecasts for national economic development 
plans and so on. Some major research items and taekse involving hundreds of units 
and thousands of personnel of various kinds shou!d also be organized according to 
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the principles and methods of systems engineering. Second, aside from relying on 
the combined efforts of those within economic circles, we must also rely on the 
efforts and cooperation of economists, mathematicians, statisticians, planning ex- 
perts and specialists in computation techniques. Quantitative economic studies are 
characterized by possessing many facets and being related to diverse fields. Al- 
most every branch of economic science encounters the problem of quantitative study 
and that of applying mathematical methods. Even such subjects as economic history 
and the history of economic thought also involve the question of integration or 
coordination with quantitative economic studies. When all branches of economic 
science, each in its own area of study, have actively developed the study of quanti- 
tative economic problems, it will not be difficult to sum up the general theoretical 
and methodological problems in quantitative economic studies and to improve our 
understanding of such problems. Moreover, large-scale quantitative economic research 
surpasses the scope of economic science because it involves mathematics and computa- 
tion techniques. Such a task will be difficult to accomplish without the partici- 
pation and cooperation of mathematical workers, computation technique personnel 

and systems analysis personnel. Third, we must establish a new special field of 
study dealing with quantitative economics and training upa new generation of econ- 
omists conversant with both economics and mathematics. The students of various 
economic departments of the institutes of higher learning must study mathematics. 
Those specializing in certain fields such as quantitative economics must also take 
more advanced mathematics and computer courses. Economists should master and use 
mathematics. This is the demand of the times. 


111 


After launching quantitative economic studies on an overall scale, will a new branch 
of learning, quantitative economics, be formed? Our answer is affirmative. Of 
course, limited by the present state of quantitative economic studies, for the time 
being we still cannot perceive completely and clearly the object of study of quanti- 
tative economics, its main contents and its relationship with other branches of eco- 
nomics. Nevertheless, based on our current studies, we already have some concept- 
ual knowledge about its nature. 


Quantitative economics is a branch of socialist economic science. Guided by 
Marxist economic theory and based on qualitative analysis, it employs mathematical 
methods and computation techniques to study the quantities in and the quantitative 
relations and changes of the socialist economy as well as the relevant laws. Its 
object of study is the quantitative aspect of all socialist economic problems. 

The term economic quantity has wide implications. We cannot merely interpret it 

as some particular economic quantity which is limited to a numerical economic value. 
According to Marxist interpretation, the concept of quantity not only refers to the 
rate, degree, scale and form of existence and development of a thing, but also 
embodies the relat’ons (Engels said in "Collected Works of Marx and Engels," vol 36, 
p 202 that "the term rapports relations...refers to the quantitative aspecc.") be- 
tween one thing and another, a thing's structure formed by the arrangement and 
composition of its component parts as well as the model that reflects the quanti- 
tative relations in the thing. 


The general content of quantitative economics includes both theoretical quantita- 
tive analysis and empirical numerical calculus, both microeconomic and macroeconomic 














mathematical studies, as well as the application in the socialist economy of mathe- 
matical methods, computer. and certain related new sciences such as operational re- 
search, cybernetics, systems engineering and so on. Establishing and developing 
quantitative economics is mainly aimed at employing mathematical studies of economics 
to know and master the laws of socialist economic development more concretely and 
comprehensively and thus to improve the planning and management of the socialist 
economy. Therefore, quantitative economics directly serves planning work and 
economic management. The main contents of quantitative economics are: studying 
theories and methodologies concerning economic quantities (in particular establishing 
and using theories and methodologies of various economic mathematical models), the 
economic mathematical analysis of socialist expanded reproduction, studying joint 
equilibrium among sectors, optimum planning and management of the national economy, 
studying economic forecasts and'forecasting methods, studying economic cybernetics, 
the economic calculation of price formation, appraisal of duvestment effectiveness 
and testing of investment plans, the optimum use of resources, as well as the eco- 
nomic mathematical study of various problems such as the location of production, 
transport and communications, national reserves, population and labor, circulation 

of commodities, the people's consumption and so on. These contents show that quanti- 
tative economics is a comprehensive frontier discipline involving many other discip- 
lines. It integrates political economics, the science of planning, statistics, 
mathematics and the science of computation. Part of its contents overlap with the 
quantitative study of other branches of economic science. Therefore, quantitative 
economics needs to use its own theories and methods to help promote the quantitative 
study of other branches of economic science according to the practical needs of 
socialist economic construction. At the same time, quantitative economics should 
establish common ground with the different economic mathermatical studies of other 
subjects in order to enrich the general theories and methodologies of socialist 
economic mathematical studies, promote its own development and provide more guidance 
for the economic mathematical study of other subjects. 


Quantitative economics is a practical methodological science. Its theoretical 

basis is political economies and the economies of productive forces. It is close- 
ly related to the economics ot sectors and the economics of special fields of study. 
Ic is particularly closely related to technical economics, because these subjects 
overlap to a considerable extent. For example, there are topics common to both such 
as the microeconomic topics of the rational assignment of tasks according to the 
loads specified for various lathes, determining optimum product batch sizes in pro- 
duction, formulating optimum transport plans and so on, as well as the macroeconomic 
topics of the optimum use of resources and the evaluation and testing of the effect- 
iveness of national economic investment. However, quantitative economics differs 
from technical economics in that not only does it study quantitative problems in- 
volving the productive forces, but it also studies those to do with production rela- 
tions. In the quantitative study of the productive forces, technical economics 
emphasizes studying microeconomic problems (those concerning enterprises, sectors 
and individual factors of production) as well as appraising, testing and predicting 
the economic effectiveness of technological policies, plans and measures. However, 
quantitative economics emphasizes studying macroeconomic problems (overall problems 
concerning the national economy) as well as formulating, analyzing and applying 
economic mathematical models. 
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Since the early 1960's, we have used the term “economic mathematical methods" for 
the application of mathematical methods in economic research and planning work. 

This term is appropriate for a field of study but not for a branch of learning, 
because although each discipline has its own methods, it is not equivalent to its 
methods. Comrade Mao Zedong said: "The sciences are differentiated precisely on 
the basis of the particular contradiction inherent in their respective objects of 
study. Thus the contradiction peculiar to a certain field of phenomena constitutes 
the object of study for a specific branch of science." (Mao Zedong: “Selected 
Works, “ “On Contradiction,” the People's Press, 1966 Horizontal Typeset Edition, 
vol 1, p 284) Judging from this requirement, “quantitative economics" reflects 

its object of study more clearly than “economic mathematical methods.” Nevertheless, 
it is necessary to preserve the term economic mathematical methods in quantita- 

tive economics. It can be used as the generic term for various mathematical methods 
employed in theoretical studies of economics and in practical economic work. If 

we replace economic mathematical methods with quantitative economics as the name 

of the new subject, so that it becomes another independent subject, then does this 
mean that the quantitative analysis of the socialist economy is isolated from various 
branches of economics, which consequently change over to purely qualitative studies? 
Such a worry is unnecessary. When we study the quality of the object of study of 
any science, we must also study its quantitative aspect, which constitutes an in- 
separable part of its contents. However, this fact does not affect the existence 
of mathematics as an independent science specializing in quantitative studies. Is 
the same reasoning not applicable to the relationship between quantitative economics 
and other branches of economice? The role and position of quantitative economics in 
economics is equivalent to the role and position of mathematics in science. Quanti- 
tative economics has this unique object of study and content: the application of 
the theories and methodologies of mathematical methods and computation techniques 

in theoretical studies of economics and practical economic work. Quantitative eco- 
nomics will not take on or replace the varied quantitative analyses in other sub- 
jects. On the contrery, it will conversely promote the development of such quanti- 
tative analyses. 


Quantitative economics differs from economic mathematics. The latter refers to 
mathematics that is applied in economics. It is a branch of applied mathematics, 
not of economics. Quantitative economics is also different from mathematical eco- 
nomics, which is bourgeois economic theory expressed in mathematical form. Since 
mathematical economics began to develop during the earlier half of the 19th century, 
its famous leading exponents, such as Cournot, Jevone, Walras, Pareto, Allen and 

so on had replaced qualitative studies with quantitative studies, using mathematics 
as the most important tool for studying economics. 


Quantitative economics also differs from econometrics in principle. Econometrics 

is a branch of Western economics with a history of over four decades, characterized 
by the integration of economic theory, statistics and mathematics. (The Norwegian 
economist Frisch, founder of econom**‘cs, said in 1933 in the editorial of the 
first issue of the Journal ECONOMF™ “Experience demonstrates that each of the 
three viewpoints of statistics, ec« ©. cxeory and mathematics is a necessary but 
insufficient condition for a genuine ur rstanding of the quantitative relations in 
modern economic life. A combination of the three will be powerful. Such a combina- 
tion constitutes econometrics.") Tinbergen, a leading exponent of econometrics, 











said: "Econometrics may be defined as the statistical observation of theoretical 
concepts or as a kind of mathematical economics which measures stitistical informa- 
tion." (Tinbergen: "Econometrics," edited and printed by the Eccnomic Research Of- 
fice of the Bank of Taiwan, p 8) Econometrics differs from mathematical economics 
in that: 1) econometrics conducts an empirical appraisal of economic relations and 
uses statistical information to estimate the numerical values of economic parameters, 
and 2) it considers economic relations as imprecise ones and takes into account 
random factors in economic calculations. We should adopt the attitude of one divid- 
ing into two toward econometrics. We should be good at assimilating its achievements 
and should also eliminate its errors. It is wrong to completely negate econometrics, 
in particular its practical parts and some of its methods and techniques. It is 
equally wrong to copy everything from econometrics and give it a new label. Pro- 
ceeding from our country’s practice in socialist economic construction and guided 

by Marxist economic theory, we should take the role of Western econometrics in 
capitalist economic developmeni as a reference. We should exploit the achievements 
of modern natural science to establish and develop our quantitative economics 

which has characteristics of its own. 


According to their own needs, the Western bourgeoisie employed mathematical methods 
for quantitative studies and established their mathematical economics, econometrics 
and so on. Why can our country's proletariat not use mathematical methods and com- 
putation techniques, launch quantitative economic studies as well as establish and 
develop Marxist quantitative economics according to the needs of achieving the 
four modernizations, building socialism and building communism? We can definitely 
achieve this. Moreover, we can rectify the quantitative analysis and study which 
has been distorted by bourgeois economics over the past century or so, so that they 
can healthily develop and advance along the road of materialism and dialectics. 

It can be predicted that the rapid development of quantitative economics will 
definitely add luster to Marxist economic science and help to strengthen socialist 
construction! 


CSO: 4006 
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NATIONAL POLICY AND ISSUES 


'JINGJI YANJIU': INVESTIGATIONS IN FARM PRODUCTS PRICING 
4K270740 Beijing JING.I YANJIU in Chinesé No 11, 20 Nov 80 pp 38-43 


[Article by Li Yingzhong [262] 2091 0022) and Li Yuzhu [2621 3768 3796), Agricultur- 
al Economic Research Institute of the Chinese Academy of Agricultural Sciences: 

"Why Peasants Are Not Enjoying ‘n Full the Advantages From the Raising of Prices 

for Agricultural and Subsidiary Produccs") 


[Text] The purchasing pxices of major agricultural products such as grain, cotton, 
edible oils and pigs have been increased considerably since 1979. Practice over 

the past year and more has proved that this important measure has played a major 
role in promoting agriculture production, increasing peasants’ income and developing 
purchases and supplies of agricultural products. But following increases in the 
prices of major agricultural products, there occurred some problems in the purchase 
of agricultural and subsidiary products. One of the problems with widespread signi- 
fiance is that the peasants are not enjoying the full advantages from these price 
raises. This article is intended to probe into the appearances and reasons of this 
problem and to study the problems of the present purchasing system for agricultural 
and subsidiary products. 


I 


The reasons that have prevented peasants from enjoying the full advantages from the 
price raises of major agricultural products are that there exist some factors to 
offset part of the income due to them. Practice over the past year and more showed 
that these factors vary in form; these factors can be put into two categories: one 
fs ctor directly influences the monetary income of the peasants and this factor is 
related with the purchases of agricultural and subsidiary products; another factor 
indirectly influences the actual income of the peasants and it is related to the 
people's communes, production teams and peasants when they are buying commodities. 
In this respect, we carried out investigations in Jingmen and Xishu prefectures of 
Hubei Province and in Wendeng Prefecture of Shandong Province. The following is an 
explanation arrived at after investigations into the situations. 


The factors that directly influence the monetary incor e of the peasants can be 
divided into the following main points. 


First, some of the standards for grading the quality of agricultural and subsidiary 
products are too high. Grading standards for purchasing agricultural and subsidiary 
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products are too high. Grading standards for purchasing agricultural and subsidary 
products are the regulations which determine the quality of agricultural products, 
therefore changes in these standards influence the price levels of the products 
and directly influence the income of the peasants. It is true that the purchasing 
prices of agricultural and subsidiary products have been raised, but at the same 
time the grading standards for purchasing such products have also been raised, con- 
sequently, peasants cannot enjoy in full the advantages from the raising the prices 
of their products. For example, the Yandeng People's Commune of Jeingmen Prefecture 
in Hubei Province sold their grain according to the new standards which demanded 
high quality in unpolished grain and cereals and less water content and impurities 
than the standards previously used in locality. In 1979, the commune sold 18.407 
million jin of grain, of which were 15.9389 million jin of semilate rice, 2.335 
million jin of early rice and 133,100 jin of late rice. According to the previous 
standards, sale prices were for semilate rice, 12.08 yuan per 100 jin, for early 
rice, 11.73 yuan and for Late rice, 12.775 yuan. But according to the new stand- 
ards, their prices were respectively 11.9 yuan, 11.55 yuan and 12.25 yuan. That is 
to say, because of the raising in purchasing standards, peasants got 0.18 yuan less 
from the sale of each 100 jin of semilate and early rice and 0.525 yuan less from 
late rice. Consequently, the whole commune got 53,600 yuan less. Here is another 
example, the standards of diameter for large apples in Yantai region of Shandong 
Province were raised from 55 millimeters to 60 millimeters and for small ones from 
50 millimeters to 60 millimeters. The number of the bruises were previously not 
limited for these two categories of apples, but now it has been limited to three. 
As a result, part of the fruit harvest was downgraded. Statistics of the depart- 
ments concerned of Wending Prefecture showed that owing to these 2 standards that 
have been raised, the income of the peasants throughout the prefecture decreased 

by about 300,000 yuan. The original standards were later restored, but the decreases 
in the income of the people's commune and production teams caused by changes in the 
standards were yet to be made up. The samples for the purchase of tea in Xishui 
Prefecture of Hubei Province were in the past respectively taken from the spring, 
summer and autumn tea harvests. But last year the samples were only taken from the 
spring tea. It means that purchases for the tea produced in the three seasons were 
based on the samples taken from one season only. As the tea grows well in spring, 
therefore to take the sample from spring tea as the criterion means that the grades 
of che standards for purchasing summer and autumn tea were raised. In respect of 
medical herbs, it was previously defined that the number of first quality dried 
rhizome of rehmannia must not exceed 4 in a jin. But last year it was changed 

that the weight of each medical herb must be above 2.5 liang. Similar changes 

were also made for second grade and fourth grade herbs. 


Second, purchasing prices of some agricultural and subsidiary products have been 
lowered. In the past, there was a regional disparity in the purchasing prices of 
the apples produced in Yantai region and those produced in other regions of Shandong 
Province. That is, the purchasing prices in other regions were 0.01 yuan higher 
per jin than Yantai region. But at last the disparty was abolished. That is to 
say, the purchasing prices for other regions in the province were scaled down to 
the level of Yantai region. The province produces about 1,000 million jin of 
apples per year, excluding Yantai region, therefore with the disparity abolished, 
the peasants’ income consequently decrease by about 540,000 yuan. The purchasing 
prices for dried rhizome of rehmannia in Xishui Prefecture have also been lowered 
by an even greater margin. 
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Third, suspending and limiting the purchase of agricultural and subsidiary products. 
In 1979, the purchases of more than 103 varieties of agricultural and subsidiary 
products in Jingmen Prefecture were suspended and limited; these varieties made 

up one-fourth of the varieties of the products purchased from the prefecture every 
year. As a result, the peasants received 540,000 yuan less in income or on the 
average 0.51 yuan less income per capita. Similar situations happened in Xishui 

and Wendeng prefectures. These problems are wore prominent in the purchase of agri- 
cultural ana subsidiary products. 


Fourth, forcing grades and prices down which is disadvantageous to the peasants’ 
interest. This situation often happens during the purchase of agricultural and 
subsidiary products. For example, in purchasing live pigs it is very often that 
the weight of a pig is deducted by as much as 20 jin for fodder. In addition, in 
purchasing pigs, poultryand eggs, a half jin or liang is not calculated. In pur- 
chasing cotton, the deduction for the weight of bags has been increased, while in 
purchasing peanuts the prices are based on the pride of peanut oil. A production 
team of a people's commune of Xishui Prefecture last year wanted to sell 15,275 jin 
of cotton to a cotton purchasing station but it refused to sell after it was informed 
by the station that it judged the cotton to be neither grade 1 or grade 2. The 
production team then presented the station with 100 jin of peanuts and its cotton 
was consequently purchased by the station. The cotton was grade as having 7,831.5 
jin of grade 1 cotton, 51.3 percent of the total. The rest was judged to be 
grades 3, 5 and 7. It is also very common that in purchasing agricultural and 
subsidiary products, different purchasing stations give different grades for the 
same products. 


Fitth, changes in checking and purchasing system and unjust service charge. For 
example, the fruits of major producing areas in Shandong Province were previously 
checked and purchased by supply and marketing department on the spot. But this 
method has been changed since last year. All the fruits that are for sale must be 
gathered at an appointed place or sold at an appointed marketing point where they 
are checked and purchased jointly by the purchasing departments of the region, 
prefecture and locality. It means that purchasing responsibility is taken by three 
levels, but the fact is none of them is responsible. Any damage to the fruits 
occurring in transporting them must be borne by the producing units while the pur- 
chasing units are only responsible for damage resulting from natural phenomena. 
Some production units have managed to sell their fruits directly to other purchas- 
ing departments yet these departments still have to charge these units just for 
issuing receipts. 


The factors that indirectly influence the actual income of the peasants include 
raises in the prices of byproducts of grain and edible oil such as chaff cakes, 
wheat bran and rapeseed cakes that are purchased by peasants after they have sold 
their products. In addition, the growth in the prices of these byproducts is high- 
er than that in the prices of grain and rapeseed. Peasants also are suffering 
losses in many other aspects such as increases in the prices of farm machinery 
products, shortages in weight of chemical fertilizer and pesticides and ineffective- 
ness of pesticides. 








The abovementioned problems net only affect the income of peasants and their 
initiative but also enhance the contradictions between agriculture and commerce to 
create tense relations. These problems are not in the interest of business manage~ 
ment of purchasing departments. Such problems merit our attention. 


The abovementioned factors that have directly affected the income of the peasants | 
have widespread significance. But what are the reasons for all these problems? 
Our investigations showed that there are many reasons, but major reasons must be 
singled out from the present system of purchasing agricultural and subsidiary 
products. 


The investigations showed that purchases of our agricultural and subsidiary products 
are mainly carried out in three forms: state monopoly, purchases by purchasing de- 
partments through arrangement and purchases through consultetions. The first two 
are the main forms because about 80 percent of the agricultural and subsidiary pro- 
ducts are purchased through these forms. Under the present management system, pur- 
chases of agricultural and subsidiary products through state monopoly and purchases 
through arrangement have stressed the importance of autonomy being centralized by 
the state with regard to the relations between the state and the units of the col- 
lective economy. That is to say, purchase planning, prices and standards of pur- 
chasing and quantity are all determined by the state. In addition, purchases of 
agricultural and subsidiary products are undertaken only by the departments con- 
cerned. This management system has a basic defect of violating che demand of the 
law of value. Under this management system, the units of the collective economy 
are not considered as producers and sellers of commodities, therefore they have been 
deprived of some basic rights that producers and seliers of commodities should have. 
This situation is not in the interest of implementing the principle of exchanges of 
equal value and has a very strong compulsory nature. 


First, the system of purchasing agricultural and subsidiary products through state 
monopoly and through arrangement has deprived the units of the collective economy 
of most of their autonomy in production and in selling their own products. Both 
var.eties and quantity of the agricultural and subsidiary products that are pur- 
chased through state monopoly and through arrangement began to be implemented in 
the early and middle 1950's. No doubt it must be affirmed thet practice over the 
past two decades and more has proved that for a country with such a backward agri- 
culture as ours, such a measures has played its positive role in insuring the 
basic needs of the state construction and the livelihood of the people. But it 
has also exposed its defects. A major defect is that units of the collective eco- 
nomy, whether they intended or not and irrespective of volume of economic interest, 
must fulfill production and sales quotas assigned by the state. Consequently, 
these units have been deprived of most of their autonomy in production and the 
autonomy of selling their own products. Thus under this system, it is impossible 
for the people's communes and production teams to base themselves on the need of 
the law of value and determine the kind of crops they should grow and the acreage 
of the crops according to the volume of economic interest. As a result, it is more 
often that the tasks assigned them by the state are contradictory to their own eco- 
nomic interest. This contradiction becomes even more apparent umier che situation 
in which price parities among agricultural and subsidiary products are not rational. 
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Quite a number of people's communes and production teams have to produce and sell 
agricultural and subsidiary products just to fulfill state quotas even if they know 
that by doing so they would have little income or even lose money. This system 
can also easily result in purchasing “overlimit grain" to the detriment of the 

need of the people's communes, production teams and commune members themselves. 
Peasants in some places who failed to produce an adequate quantity of certain farm 
products have to purchase them from free markets at higher prices and then sell 
them to the state so as to fulfill their sales quotas to the state. This system 
thus runs counter to the voluntary principle in treating peasants and dampens 
their initiative. With implementation of the party's economic policies in rural areas 
over the past few years, the cases of purchasing “overlimit grain" and of peasants 
purchasing certain farm products from free markets and then selling these products 
to the state have become rare. But forcible monopoly purchasing by the state and 
arranged purchases without giving consideration to the interest of the people's 
communes, production teams and peasants are still common. 


Second, with their agricultural and subsidiary products solely purchased by a single 
department, the units of the collective economy have been deprived of the right of 
selecting the targets for their sales. Our agricultural and subsidiary products 
are purchased by the departments belonged to a single system from the party Central 
Committee down to locality. Im addition, purchasing departments at various regions 
can only purchase agricultural and subsidiary products of their own regions and not 
from other regions. Hence departmental and regional monopoly of purchases are 
formed. As purchases of agricultural and subsidiary products are monopolized, 

there is no competition among the purchasing departments. Even if these departments 
purchase agricultural and subsidiary products at prices that harm the economic inter- 
est of the people's communes, production teams and peasants, the departments do not 
have to worry that they cannot purchase the products. But the people's communes, 
production teams and peasants have no other choice in selling their products, they 
can only sell them to a certain department, a company or even a unit; otherwise 
they cannot sell them. Under such conditions, the people's communes, production 
teams and peasants cannot but send their products to purchasing departments for 
sales. Consequently, it often happens that these departments force prices and 
grades down to the detriment of the peasants’ interest. Some people's communes and 
production teams have to plead with purchasing departments to purchase their products 
while others even give dinners and send gifts just to have their products priced 
and graded rationally. it is also often that the people's commun«s and production 
teams find that the prices and grades of their products have been intentionally 
forced down, but they do not dare to report this to higher authorities. When pur- 
chasing departments suspended and limited purchases of agricultural and subsidiary 
products, the people's communes, production teams and peasants are compelled to 

find other ways» Some of the products rot, are discarded or burned, all of which 
affect the income of the peasants and waste social property. 


Third, the standards of grading and pricing agricultural and subsidiary products 
are all formulated by state commercial departments while grading and pricing are 
determined solely by the purchasing units. As a result, units of the collective 
economy have been totally deprived of their right to take part in formulating 
prices and in grading and pricing their own produccs. The standards of grading 
agricultural and subsidiary products that are purchased by the state monopoly 
and through arrangement are formulated by the state. But concretely speaking, 





these standards are formulated by the departments concerned on behalf of the state 
in two different ways. The standards for major agricultural and subsidiary producte 
that are related to the national economy and the people's livelihood are jointly 
managed and formulated by purchasing departments, comprehensive standardization 
departments and the State Planning Commission. The standards for other agricultural 
and subsidiary producte are formulated by the purchasing departments. In the former 
case, purchasing departments have the right to participate in formulating the 
standards (not the sole right of formulating the standards); but in the latter case, 
they have the sole right to do so. In the activities of purchasing agricultural 

and subsidiary products, purchasing departments have the right to check and grade 

as well as determine the prices of the products. But on the contrary, the units 

of the collective economy, that is the owners of commodities and sellers of agricul- 
tural and subsidiary products have been deprived of any right. They can only sell 
the products according to the standards formulated by the state and the prices de- 
termied by purchasing units. Thus imbalance in the right between the two sides 
during exchanges of commodities has become a major factor leading to unequal value 
in the purchase of agricultural and subsidiary products. Because under this system, 
if purchasing departments and units do not follow party policies and do not pro- 
ceed from the point of developing agricultural production but just consider their 
own interest, they will resort to their power and use, an unfair method which in 
eitect amounts to embezzlement of the results of the work done by the unite of the 
collective economy and the peasants. 


it must be pointed out that the purchases of our agricultural and subsidiary prod- 
ucts are mainly managed by purchasing departments, that is the so-called total cen- 
tralization of power in the hand of the "state." But the fact is that a considerable 
part of the power is centralized in the hand of purchasing departments. There has 
long been a traditional view in our country that commercial purchasing departments 
and enterprises are state commercial undertakings with the ownership by the whole 
people and their relations with the units of the collective economy are the rela- 
tion between the state and the collective and that the interest of commerce is the 
interest of the state. As a result, commercial purchasing departments are equated 
with the state. Such view is not complete. In fact, the present state commercial 
aderctakings of the ownership by the whole people are not completely of the “whole 
neovle.” Ie is correct that purchasing departments for agricultural and subsidiary 
products are state commercial undertakings and their means of production belong to 
the whole people. It is also correct that most of the profits of enterprises are 
handed over to state financial departments and belong to the whole people, that the 
basic income of the staff of these enterprises basically comes from the state con- 
sumer funds and that the interest of commercia! purchasing departments and other 
encecprises is identical with the interest of the whole people. But we must under- 
Stand that at the present stage the state commerce with the ownership by the whole 
people does not completely belong to the whole people and its income is not complete- 
ly owned by the whole people. There still exists partial ownership by departments 
and enterprises. Staff and workers still get additional income from the enter- 
prise funds of their own units. Therefore, the interest of commercial purchasing 
departments and enterprises is not necessarily and totally the interest of the 
state; such interest includes the interest of the departments concerned and other 
enterprises. Such partial interest can fully display the motivation of economic 
interest and encourage purchasing departments and enterprises to do a good job in 
purchasing agricultural and subsidiary products and improve their management. 
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But it will alec stimulate these departments and enterprises to resort to unfair 
methods and carry out exchanges of unequal values which amounts to embezzlement 
of the results of the work of the people's communes, production teams and peasants. 


Following the Third Plenary Session of the party Central Committee, the system of 
the commercial purchasing departments have been under restructuring by way of expand- 
ing the decisionmaking power of enterprises that is centered upon profits retention. 
This with their economic interest and power expanded, purchasing departments and en- 
terprises are now willing to display their initiative in improving their business 
management. But in some places, this measure has brought about or aggravated con- 
teition between the interests of the purchasing departments and enterprises on the 
one hand and those of the people's communes and production teams on the other hand. 
There also happened that the interests of the people's communes, production teams 
and peasants were violated. This is one of the important reasons that why peasants 
do not enjoy in full the advantages from the price raises for major agricultural 
products. Now the question is how to consolidate and display the initiative of the 
restructuring and avoid and restrict ite negative role while we persist in expand- 
ing the decisionmaking power of the commercial departments and enterprises so that 
enterprises will be able to combine their business achievements with their economic 
interest. However, our present management system over agricultural and subsidiary 
products is not in a position to restrict this negative aspect. There is no outside 
pressure against this system and, on the contrary, it helps promote this negative 
role to a certain extent. In order to implement the principle of exchanges of 

equal value in the process of purchasing agricultural and subsidiary products and 
guarantee the economic interest of the people's communes, production teams and peas- 
ants, it is imperative to restructure the present system of purchasing agricultural 
and subsidiary products. 


Ill 


Stalin said that the only form of economic contact between industry and agricul- 
ture and between urban and rural areas that is acceptable to peasants is exchanges 
of commodities through selling and buying. Exchanges of commodities demands that 
the two sides exchange their products on the basis of equal value; neither side is 
allowed to expropriate the labor achievements of the other side. It is our party's 
consistent policy to persist in exchanges of equal value in purchasing argicultural 
and subsidiary products. The “Resolution on Some Questions of Enhancing the Develop- 
ment of Agriculture by the Central Committee of the Chinese Communist Party" points 
out: ‘Commercial work must conscientiously follow the principle of exchanges of 
equal value so as to promote the interflow of commodities between urban and rural 
areas. Agricultural and subsidiary products in rural areas must be purchased accord- 
ing to their qualities. Forcing prices and grades down is strictly prohibited." 
Exchanges of equal value reflect the essence of the relations of exchanges of com- 
modities when agricultural and subsidiary products are being purchased. They not 
only accord with the demand of the law of value but also constitute a principle 

that must be followed in activities of purchasing agricultural and subsidiary prod- 
ucts. They also constitute an important foundation for restructuring commercial 
system in rural areas. 





How can the principle of exchanges of equal value be reflected in the purchasing 
system of agricultural and subsidiary products? We hold that under the premises 
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of state guarantee and identical economic interest between purchasing departments 
and peasants, purchasing departments and producer unite must have relative power. 
Basic conditions for exchanges of equal value must be created so as to guarantee 
normal economic interest of both sides and restrict their irrational economic 
interests. 


Firet, the question of respecting the autonomy of the people's communes and produc- 
tion teams. In order to follow the principle of exchanges of equal value in pur- 
chasing agricultural and subsidiary products, it must be acknowledged that the 
people's communes and production teams are unite of the collective economy with 
independent management. The people's communes and production teams must have auto- 
nomy in production and must have the power to make decisions on selling their prod- 
ucts voluntarily. But to do this it is imperative for the state to use the economic 
method and means cf economy instead of the administrative method in the purchase 

of agricultural and subsidiary products. The much too stringent state control over 
people's communes and production teams must be eased. From a long-term point of view, 
we must create conditions which will change the system of state monopoly for pur- 
chasinging and purchasing through arrangement. However, the conditions are yet to 
be created which will allow the abolition of this purchastag system. It can only 
be solved gradually and it needs a developmental process. For example, grain, cot- 
ton and edible oils that are purchased through state monopoly are basic means of 
subsistence needed by the people. At present, the quantity of such products through- 
out the country is not enough to meet the demand by the state and the people and we 
still have to import a certain quantity every year. The price parities within agri- 
cultural and subsidiary products are not rational and there is unlikely to be a 
drastic readjustment in a short period. Therefore, to enable the state to control 
the means of subsistence and insure its own need and the need of the people, it is 
necessary for a certain period to come to persist in the system of purchasing 
through state monopoly; otherwise a dangerous situation will be created. In order 
to respect the autonomy of the people's communes and productionteams during the 
activities related to the purchasing of agricultural and subsidiary products and 
overcome the too stringent control by the state over the people's communes and pro- 
dvctto. teams, it is feasible to start restructuring the purchasing method through 
.rrangement. That is to say, the range of this purchasing method can be narrowed 
tua the varieties of the products sold can be cut down so as to gradually create 
conditions for abolishing it. Implementing this is completely possible. Follow- 
ing the development of agriculture over the past few years, the purchases of agricul- 
tural and subsidiary products through this method have changed quite a lot. The 
products sold through this method were first in short supply and not able to meet 
the need of the people. Now they are not only able to meet the need but are even 
overstocked, thus creating basic conditions for abolishing this purchasing method. 
Other products that are also sold through this purchasing method but do not in- 
fluence the national economy and people's livelihood can be sold through other forms 
even if they are in short supply. In this respect, the demand and supply of such 
goods can be regulated by the pricing mechanism; that is to say, it can be solved 
through raising the purchasing and selling prices. 





Second, the question of breaking away with the monopoly in purchasing agricultural 
and subsidiary poducts. In any exchange of commodities, including purchases of 
agricultural and subsidiary products by the state, no monopoly is allowed by either 
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side; it is an important condition for exchanges of equal value. Marx pointed 

out: “The only conditions for exchanges of commodities whose prices nearly equal 
their value are...this means that in selling and buying, it must be agreed that 
neither side will embezzle, by artificial @@ans, or intentionally, and thus sell 
and buy above value or force a commodity to be sold under value." (Marx: "Das 
Kapital,” People's Publishing House, 1956, vol 3, pp 202-203) In order to create 
conditions for the abolition on monopoly by purchasing departments in purchasing 
agricultural and subsidiary products, we suggest taking the following three steps. 
The first step, the people's communes and production teams must have to a certain 
extent the right to choose the buyers of their products. The people's communes 

and production teams are allowed to choose buyers of the first and the second cate- 
gories of agricultural and subsidiary products that must be purchased through the 
state monopoly and arrangement in a certain sphere (for example to choose their 
buyers within a prefecture). When the people's communes and production teams have 
met their quotas by selling their first, second and third categories of agricul- 
tural and subsidiary products through state monopoly and arranged purchases, they 
must be allowed to sell the rest of their products anywhere and this includes ci- 
ties. Second step, break away from the area limitation and allow purchasing depart- 
ments of one region to purchase agricultural and subsidiary products in other re- 
gions. Third step, with state purchasing departments as the main, supplimentary 
organizations to these departments must be formed and more channels must be allowed 
to exist. For example, a locality must be permitted to set up purchasing companies 
while the people's communes may set them up by themselves or jointly with commer- 
cial organizations. Thus competition is in the interest of implementing the 
principle of exchanges of equal value. It will also help commercial purchasing 
departments display their initiative and improve their management. 


Third, the question on equal rights for purchasing departments and their enter- 
prises and the units of the collective economy. Such equal economic relations 

must be guaranteed by equal power in the systems of both sides so that they will be 
consolidated and developed in exchange activities. The management power of the 
present purchasing system for agricultural and subsidiary products is centralized 

in the hand of the state and part of the power is centralized in the hand of various 
purchasing departments. The people's communes and production teams have no power 

in this respect. This situation is not in the interest of exchanges of equal 

value. On the contrary, it encourages various purchasing departments to undermine 
the interests of the people's communes and production teams. Therefore, the present 
management system must be restructured. 


The people's communes, production teams and peasants must be allowed to send their 
representatives to take part in formulating the standards of grades and prices for 
the purchase of agricultural and subsidiary products so that they will be able to 
fully reflect the situations and demands of producers and sellers and solicit opin- 
ions in order to represent their economic interests. The people's communes in rural 
areas are presently using the system of integration of government administration 
with commune management, the organizations of people's communes and above are under 
the direct leadership of the people's governments at various levels. No economic 
or other organizations are directly leading the people's communes and it is diffi- 
cult for them to send their representatives. Therefore as a transitional measure, 
it is advisable that agricultural productiondepartments at various levels take part 











in formulating standards. Further readjustment can be made later when the work of 
restructuring the agricultural management system begins. 


In activities of purchasing agricultural and subsidiary products, the people's com- 
munes and production teams must also have the right that is enjoyed by purchasing 
unics with regard to checking, grading and pricing. It is very important to insure 
that various grading standards for the purchase of agricultural and subsidiary pro- 
ducts are implemented, that the products are purchased according to their value and 
that the forcing down of grades and prices is prevented. In some places, grain de- 
partments are using the method of “assessing by production teams and checking by 
stations.” That is, grain purchasing policy, pricing policy, the standari of 
grading and technology of checking the quality of the grain are all undertaken by 
production teams and commune members. Assessing teams composed of cadres of produc- 
tion teams, commune members and staff of granaries are formed to assess and inspect 
the conditions of the »« _and sign relevant documents attenting that they have 
done so. The grain is | © sent to state granaries where it is checked by the 
quality checking staff before it is accepted. With this method, the people's com- 
munes and production teams have to a certain extent the power for checking and grad- 
ing, therefore it is in the interest of exchanges of equal value and in the interest 
of promoting the relations between commerce and agriculture. When the quality of 
the grain is lower than actual grade, usually it is caused by the following two 
factors. One is caused by errors because the standard is far from accurate and is 
therefore hard to comply, because weighing instruments are not accurate and because 
of a backward method of checking. Another reason is intentionally forcing down 
grades and prices. With regard to the former situation, purchasing departments in 
some places with prefectures as accounting units are using the system of refunding 
excessive grain. When prefectual companies of agricultural and subsidiary products 
are settling their accounts or making yearend settlement of accounts and they find 
that the grading is higher than purchased grading, they will refund the excess 
funds to the related people's communes and production teams. This method has been 
welcomed by the people's communes and production teams. With regard to the later 
situation of forcing down grades and prices, it is necessary to give the people's 
c.mmunes and production teams a specified right for checking and grading and to 
torr a strict supervisory system. Supervision is not only the work of the higher 
leading bodies of purchasing units and the State Planning Commission, it is also 
the work of the broad masses of peasants. It is also necessary to carry out spot- 
checks as well as regular inspections. With regard to the activities that violate 
the pricing policy and that which are aimed at forcing down grades and prices to 
undermine the interests of peasants, the people concerned or departments must be 
cricicized and educated; where the situation is serious, the income that is achieved 
through illegal methods must be refunded or confiscated. In addition, it is neces- 
sary to take legal actions and meet out economic punishment so as to prevent such 
activities. 
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NATIONAL POLICY AND ISSUES 


prc JOURNAL ON RATIO BETWEEN ACCUMULATION, CONSUMPTION 
HK250 Reijing JINGJI YANJIU in Chinese No 11, 20 Nov 80 pp 49-53 


[Article by He Zhenyi ‘0149 2182 0001] and Chen Lingshu [7115 0109 3219] of the 
Finance, Trade and Material Resources Research Bureau of the Chinese Academy of 
Social Sciences: "An Initial Study of the Role of Finance in Correctly Handling 
the Proportional Relations Between Accumulation and Consumption") 


{Text} Our country's 30 years of experiences in construction are ample testimony 
that on each and every occasion when there was an imbalance in the proportionate 
relationship between accumulation and consumption in the national economy, it was 
directly related to the disregard of the role of finance and the law of finanical 
distribution and to the poor performance in handling financial receipts and disburse- 
ments. Hence, making a serious summation of 30 years of experiences in financial 
work, upgrading the role of socialist finance in regulating the proportionate rela- 
tionship between accumulation and consumption and having a clear understanding of 
the law of financial distribution all have an important and practical significance 
in insuring the regulated development of the national economy and accomplishing 
the four modernizations. This article is intended to present our superficial views 
on problems in this connections. 


Role of Finance in Formation of Proportionate Relationship Between Accumulation and 
Consumption 


The ratio between accumulation and consumption is the most basic ratio in the realm 
of socialist distribution. It centrally reflects the relations of the long-term 
interests and current interests of the people. It also reflects the interests of 
the state, of the collective and of the individual. Correctly handling the pro- 
portionate relationshp between accumulation and consumption in the process of the 
distribution and redistribution of the national income provides a pbasic guarantee 
for the improvement of the people's standard of living, for the rapid development of 
socialist production and for the smooth accomplishing of the four modernizations. 


The ratio between accumulation and consumption is ultimately formed through the 
process of distribution and redistribution of the national income. Under the system 
of public ownership of the means of production, finance is the basic means by which 
socialist states effect distribution and redistribution of the national income in 
a planned manner and using a form of value (currency) as a medium. Representing 
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the demand of social groups and representing the common interests of the whole 
body of workers, finance takes part in the primary distribution and redistribution 
of the national income and is the organizer of the collection and distribution of 
funds for the satisfaction of the common needs of the entire social structure. It 
is capable of regulating the direction of use of the national income and plays the 
decisive role of regulating whether the ultimate form of the proportion between 
accumulation and consumption is rational or not. It is true that the proportion of 
value between accumulation and consumption is governed by the concrete material 
structure of the national income available for accumulation and consumption. If 
the condition of the concrete material structure of the national income is neglected 
in the distribution of the form of value of the national income, confusion may be 
caused in commodity circulation which will complicate the normal realization of 
accumulation and consumption. However, the structure of material resources of the 
national income has a certain degree of elasticity. Some of the products may be 
used as means of production and also as consumption goods; some may be used in pro- 
duction and also in capital construction. This determines that while the material 
structure of the national income is fixed within a definite period, the proportion 
of material resources used in accumulation and consumption can also change within 
certain limits. Therefore, the proportion fixed in financial distribution can di- 
rectly bring about a reciprocal transfer of material resources between accumulation 
and consumption. In this way, finance plays a decisive and regulatory role in the 
ultimate formation of the proportionate relationship between accumulation and 
consumption in national income. This role is concretely illustrated in the follow- 
ing: 


Whether the consumption level of the individual producer is high or low is determined 
by the size of the portion which finance musters in the initial distribution of the 
national income. The initial distribution splits the national income into two 
portions. One portion may be termed portion "v" which is for the workers’ individual 
consumption. The other portion may be termed portion "m" which is for meeting the 
common needs of society. Portion "m" consists mainly of financial receipts which 

the state has mustered (the portion retained by the enterprises for production pur- 
poses will not be discussed here). Portion "v" does not come under the financial 
cistribution of the state, but what proportion it occupies in the national income 

and whether or not it can be increased in the event of production development is 
directly regulated by the arrangements for the financial receipts. Within a spe- 
cified period, the national income is a fixed figure. If the portions mustered 

by finance in the initial financial distribution are large, then what remains for 
satisfying the individual needs of the workers will be small. Hence, whether the 
arrangements for the financial receipts are adequate or not plays a decisive role 


in regulating the level of livelihood of the individual worker. 


Next, the condition of the use and distribution of financial funds regulates the 
condition of the ultimate proportionate relationship between accumulation and con- 
sumption. After the initial distribution of the national income, redistribution 
must follow before the ultimate proportion between accumulation and consumption 
can be formed. The proportion between financial disbursements of an accumulation 
nature and those of a consumption nature determines whether the ultimate proportion 
between the use of the national income of the current year on accumulation and 

that on consumption is rational or not. Through the initial distribution, the 
national income is divided into the "v" and "m" portions. The size of Portion "v" 








determines the level of consumption for each individual production workers while 
the size of portion "m" determines the level of accumulation to a certain degree. 
In this context, it may be said that a general idea is formed for the proportion 
between accumulation and consumption, but portion "m" cannot be devoted entirely to 
accumulation, since a portion has to be spent on the individual consumption needs 
of the workers in the administrative departments and in the enterprises and also on 
the collective consumption needs of the workers. Hence, the ultimate formation of 
the proportion between accumulation and consumption will have to be determined by 
the manner in which portion "m" has been utilized. As for how "m" is expended, a 
great proportion is determined by the planning for the financial disbursements. If 
in planning the financial disbursements, those of an accumulation nature predominate, 
then in the proportionate relationship between accumulation and consumption, the 
weight ‘or consumption will be reduced. Contrarily, the proportion for consumption 
will be increased. For this reason, it may be said that financial disbursements 
exercise a direct regulatory role on the ultimate formation of the proportion be- 
tween accumulation and consumption in the national income. 


Objective Quantity Limits Which Financial Receipts and Disbursement Must Observe 


How much income can be derived for finance each year, what order of priority governs 
the various financial disbursements and how much money can be allocated to each 
financial disbursement cannot be decided by man's subjective wishes. They all have 
to follow certain regulations and have their own objective quantity limits. In ad- 
dition, an order of priority must be followed. These quantity limits and order of 
priority are determined by a definite level of productive force and by socialist 
production objectives. The starting point for financial distribution should be 
fulfillment of the material and cultural needs of the people's livelihood and in 
planning for the financial disbursements the order of those of a maintenance nature 
first and those of a development nature second must be followed. In this way, 
financial receipts and disbursements are subjected to a list of objective quantity 
limits the principal ones of which are as follows: 


1. Quantity limits of financial income 


The first is the maximum limit on increases in financial income. This limit is 
subject to the following factors: 1) Regulation by the condition of increase in the 
national income for the current year. An increase in income must be preceded by an 
increase in the national income of the current year. If there is no increase in 

the national income and the financial income mobilized is larger than that of the 
preceding year, then the surplus portion will lack the backing of material resources 
and a portion of the financial income is false. If disbursements are arranged on 
the basis of this false income, then in reality a hidden deficit has been generated. 
This will derange the normal proportionate distribution of the national income, 
lower the actual living standard of the people and inflict disaster on the national 
economy. 2) Regulation by portion "m"” of the increase in the national income. If 
the national income for the current year is increased, then finance can make use of 
more income. But it cannot use all of the increased income and is confined to 
portion "m" only. The national income is composed of two portions. One portion 

is value "v" which is to satisfy the individual needs of the workers. The other 
portion is value "m" which is to satisfy the common needs of society. Finance can 
derive its income only from the "m" portion of the national income. If this realm 
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is exceeded then the consuuption portion for the individual workers will be encroached 
upon. How bid the "m" portion of the increase in the national income can become 

is again governed by three factors (Note: This "m" portion is derived from computing 
the proportion between "v" and "m" of the base period and not the “m" portion ul- 
timately formed in the distribution of the national income of the current year; same 
below), namely: 1) Economy in the use of production materials in the production 
process; 2) Rise in labor productivity rate; and 3) Addition of new labor productive 
force. Under conditions where prices remain unchanged and the laborers maintain 

the same standard of living as in the base period, if the increased portion of the 
national income is due to the first two factors mentioned above, then the entire 
increased portion belongs to the "m" portion. On the other hand, if the third fact- 
or a  unts for the entire increase, then only part of the increase belongs to 

the ® portion. The size of this new "m” portion is determined by the proportion 
betvee. "m" and "v" of the national income in the base period and the larger the 

orc » cion "m" occupied then the larger the "m" portion of the increased national 

inc . now. If the newly increased portion of the national income is due to a 
combination of all three factors, then the size of the new "m" portion is determined 
by the relative importance of the three factors and by the proportion between “m” 

and "v" in the base period. It follows that the smaller the proportion occupied 

by the factor of additional labor force the larger the “m" volume and that the larger 
the proportion attributable to economy in production materials and to a rise in the 
labor productivity rate likewise the larger will be the "m" volume. The size of 

the "m" portion of the increased part of the national income determined by the above- 
mentioned factors is the maximum amount of possible increase in the financial in- 
come of the current year. Under the socialist system, except in case of war or 

other contingencies, mobilization of financial income should never exceed this maxi- 
mum limit, otherwise the national economy and the people's livelihood will be en- 
dangered. 


Let us turn next to the workable limit on the incrase of financial income for the 
current year. The "m" portion of the increase in the national income which is de- 
rived from computing the proportion between "m" and "v" of the base period is not 
the final quantity limit which finance can possibly mobilize. How much of the "m” 
portion of the newly increased portion of the national economy can be mobilized to 
increase financial receipts is further regulated by the following two factors: 

1) It is regulated by the rate of population growth. The increase in national income 
of the current year must first of all be used to insure that the standard of living 
of the newly increased population is not lower than that in the base period. If 
the national population growth rate is not taken care o. by using a portion of the 
new.y increased national income to satisfy the livelihood needs of the new increased 
population, the the universal lowering of the actual standard of living of the en- 
tire masses of workers will be entailed and this will be contrary to the basic 
economic law of socialism. The quantity limit for insuring the livelihood needs of 
the newly increased population is the product of the gross consumption volume in 
the base period multiplied by the populatiom increase rate or the product of the 
average per capita consumption in the base period multiplied by the size of the 
population growth. 2) It is regulated by the average increase rate in per capita 
consumption of the productionworkers. The basic economic laws of socialism require 
that from the increase in national income a portion must be used to increase the 
per capita income of the workers and thus to raise their standard of living. This 
portion cannot be mobilized as financial income. How is the amount of this volume 
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derived’? The answer is that it is determined by the yearly average increase rate 
and the volume i; the product of the gross consumption volume of the workers in the 
base period ~.'tiplied by the planned rate of increase in the standard of living. 
The sum of the above two factors is the second quantity limit which must be deducted 
when planning the actual amount of increase in financial income. 


2. Quantity limite of financial disbursements. 


Firat is the minimum quantity Limit of disbursements of a consumption nature for 
the current year. This limit is made up of two parts. One part consists of the 
consumption volume which was reached in the base period by workers in the admin- 
istrative and enterprise departments, that is to say, the volume of expendi cure 
spent in the preceding year on meeting the consumption needs of workers in son- 
productive departments. The second part consists of the volume of expenditure spent 
in the base period on meeting the collective consumption needs plus the minimum vo- 
lume of expenditure for collective consumption which must be increased to corre- 
spond with the increase in population. The sum of the above two items is the mini- 
mum quantity barrier that must be insured in the financial disbursements of a con- 
sumption nature. This volume is the minimum amount which must be insured in deter- 
mining financial planning. If this is not observed, then the actual standard of 
living of the masses will be lowered. 


Next is the minimum volume of acc:mulation disbursements of a nonproductive nature. 
This is the necessary volume barrier to insure that there is no reduction in the 
level of cultural, health and other benefits enjoyed by the laborers. At present, 
there is a population increase every year. This requires that society must not only 
appropriately effect increases in expenditure in order to satisfy the individual's 
consumption needs but also appropriately increase accumulations of a consumption 
nature in order to insure increases in public facilities such as residences, nur- 
series, public health institutes, schools and so forth. If in planning financial 
disbursements no additional disbursements are arranged in this connection despite 
the increases in population, thenit would hardly be possible to insure maintenance 
of the level of benefits in culture, public health and other sectors. The minimum 
increase in volume of this nonproductive accumulation consists of two parts. One 
part consists of the minimum required volume of fixed assets of a nonproductive 
nature. The formula for its calculation is to find the product of multiplying 

the figure of population increase in the current year by the average per capita 
fixed assets of a nonproductive nature of the preceding year. The second part 
arises out of the need to appropriately increase the volume of articles for consump- 
tion as reserves in “iew of the increase in per cajita consumption. This is the 
product of multiplying the minimum volume of increase in consumption goods by the 
coefficient of reserves of consumption goods at the preceding year's level. The sum 
of the funds required for the above two items is the minimum volume of accumulation 
disbursements of a nonproductive nature which must be taken care of in planning fi- 
nancial disbursements. 


Now let us turn to the minimum volume of accumulation disbursements of a productive 
nature. This is the minimum accumulation volume required for expanding the repro- 
duction of consumption goods to insure that the level of the people's livelihood 
will not be lowered. In order to insure meeting the consumption needs of population 
increase, society must step up the production of consumer goods and must increase 








investments in expanding the reproduction of consumer goods, This kind of necessary 
minimum amount of investment of a productive nature is the minimum volume of in- 
crease in accumulations of a productive nature that ie required. The numerical va- 
lue of this volume is the product derived from multiplying the investment coef fi- 
clent by the sum of the gross value of consumption , ode which must be increased on 
the basis of the increase in population plus the ,ross value of the production 
materiale which must be increased in order to produce these consumption goods. 


The above represent the minimum limits for insuring that the original level of the 
people's livelihood will not be lowered. We call the three of them the minimum 
limits of disbursements of a maintenance nature. After having made [inancial ar- 
rangements for these disbursements of a maintenance nature, the remaining portion 
may then be used to further raise the people's current standard of living and to 
further increase investments of an accumulative nature. This category of disburse- 
ments we call disbursements of a development nature. 


The quantity limit for disbursements of a development nature is the balance of the 
current year's total quantity limit for financial income minus the quantity Limit 
‘or disbursements of a maintenance nature. In the financial planning for disburse- 
ments of a development nature, we cannot allow the spending of the entire balance 
after deduction of disbursements of a maintenance nature on increasing the accumu- 
lations of a productive nature. Suitable arrangements must still be made between 
accumulation and consumption and this is again regulated by several other quantity 
barriers. They are: 1) The minimum quantity limit for disbursements of a consump- 
tion nature which must be increased in order to annually raise the people's stand- 
ard of living based on the premise of production development, including the minimum 
quantity Limit for increased consumption on the part of workers in nonproductive 
departments and also the quantity limit for increased consumption of a collective 
nature. 2) The minimum quantity limit for accumulations of a nonproductive nature 
which must be increased in order to insure an annual rise in such collective wel- 
fare benefits as those pertaining to culture and public health. In the financial 
planning for disbursements of a development nature, all these minimum quantity 
limits sust be insured otherwise if the disbursements of a development nature are 
_evoted entirely to disbursements for accumulation of a productive nature, then 

the e will be a lack of harmony between production and living in the ensuing years 
and there will be an imbalance in the proportion between accumulation and consump- 
tion. 


Our actual experiences for the past 30 years in financial work have amply proved 
that {if the quantity limits in financial income and disbursements are violated then 
“\e national economy will be seriously endangered. On the other hand, if they are 
respected and work is done in accordance with those objective quantity limits, then 
finance will be able to play a positive role in correctly handling the proportion- 
ate relationship between accumulation and consumption, thus insuring the smooth 
development of the national economy. During the period of the First Five-Year Plan, 
when planning income, due regard was given to the condition of increasing the na- 
tional income and it was possible to achieve an increase in financial receipts in 
accordance with the size of the"m" portion of the increase in national income and 
at the same time appropriately raising the people's standard of living. With regard 
to disbursements, those of a maintenance nature and those of a development nature 
were thought out rather comprehensively and were comparatively and objectively in 
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accordance with the order of procedure and the quantity limits. The result was that 
the proportion between accumulation and consumption was comparatively harmonious, 
that produccion achieved rapid development and that people's standard of living was 
improved rather considerably. During the period of the Second Five-Year Plan, 

due to people getting "“swell-headed" and to the influence of boastfulness and blind- 
ly seeking high targets, financial work disregarded objective laws. From 1958 to 
1960, for 3 years in succession, we violated the quantity limite which governed the 
increase in financial income in relation to the increase in the national income. In 
1958, the national income increased by 21 billion yuan over the preceding year. 

The labor productivity rate was down by 8.5 percent. Consumption of production ma- 
terials increased. Hence, the increase in national income was basically due to new 
labor power being injected into production. According to the objective quantity 
limit, the additional increase which finance could muster should be at most around 
10.1 billion yuan. Yet the actual increase was 13.3 billion yuan, in other words, 

} billion yuan more. In 1959, the national income increased by 10.4 billion yuan 
over 19558. On the basis of the workable limit for the increase in financial income, 
the increase in financial income should only have been 3.2 billion yuan. Yet the 
actual increase was found to be 13.5 billion yuan. In this way, the entire portion 
of the increase in the national income was cumulated and in fact was exceeded by 
over 30 percent. What was more serious was that in 1960 the national income took 

a downward turn in comparison with 1959. If the objective quantity limit governing 
financial income was followed, then basically speaking financial income could not be 
increased, but actually an increase of 5.6 billion yuan was made over the preceding 
year. On the side of finanical disbursements, the objective requirements of "fol- 
lowing the order" and “quantity limits" were also completely ignored. Earnest ef- 
forts were made one-sidedly to increase accumulation disbursements for capital con- 
struction. In particular, in 1960 the financial income of that year was only in- 
creased by 5.6 billion yuan but the increases in capital construction disbursements 
amounted to 6.7 billion yuan. This seriously violated the quantity limit which fi- 
nancial disbursements must obey. As a result, the ratio of accumulation in the 
disposition of the national income was greatly increased. In 1958, accumulation 
accounted for 33.9 percent of the national income but went up to 43.8 percent in 
1959 and to 39.6 percent in 1960. Due to this situation of a serious imbalance in 
the proportionate relationship between accumulation and consumption, the people's 
livelihood could not be improved and the people's enthusiasm for production was 
dampened. It also brought about an average yearly decrease of 4.3 percent in farm 
production during the Second Five-Year Plan period. Industrial labor productivity 
dropped by 8.5 percent in 1958, was down 7.5 percent in 1959 and fell sharply by 
28.8 percent ia 1961. All these factors, plus the occurrence of natural disasters 
and the Soviet Union perfidiously rescinding agreements and contracts, brought about 
serious difficulties to the national economy, making it necessary for its all-round 
readjustment. In the course of the readjustment, financial income and disbursements 
closely followed the quantity limits which, objectively speaking, must be obeyed. 

in planning the disbursements, investments in capital construction were first of 
all greatly curtailed. Such investments in 1961 were reduced by two-thirds in com- 
parison with 1960 while in 1962 they were again curtailed by one-half compared with 
1961. In this way, the proportionate relationship within the national economy was 
gradually restored to normal. In 1964, accumulation recovered the normal propor- 
tion of 22.2 percent of the national income, and the national economy achieved a 
rapid recovery and development. However, between 1966 and 1976 the national econ- 
omy again suffered interferences and disruptions, this time from Lin Biao and the 





gang of four. In economic work it was impossible then to follow economic Laws. 

As @ result, the national economy was on the verge of bankruptcy. In general, the 
two “ups and downs” in economic construction over the past 30 years have taught 

us 4 lesson that finance must vigorously exercise ite role of regulating the propor- 
tion between accumulation and consumption, that there gust be harmonious relation- 
ships within the national economy, and that financial income and disbursements must 
start with following the basic economic laws and strictly follow the objective 
quantity limits. All these constitute objective requirements which cannot be 
changed by man's wishes. Going against them will entail punishment. 


Strengthening the Role of Finance in Appropriately Arranging the Proportionate 
Relationship Between Accumulation and Consumption 


The role of finance in regulating the proportionate relationship between accum la~ 
tion and consumption is determined by the objective character of socialist finance 
while the planning and arranging of financial income and disbursements in strict 
accordance with certain basic quantity limits are the objective demands of basic 
economic laws under socialism. However, neither objective laws nor objective de- 
mands can of themselves assert their role. All depends upon mankind in actual 
practice giving due recognition to their demands and scrupulously abiding by these 
objective quantity limits to the end that planning and arranging financial income 
and disbursements are strictly in accordance with objective demands. Only in this 
way can finance give full play to its active regulatory role of insuring that a 
correct proportion is formed between accumulation and consumption. 


The prolonged disruptions caused by Lin Biao and the gang of four have brought much 
confusion to financial and economic administration. Many unsolved problems have 
been left behind. For example, there is no clear-cut demarcation of power and re- 
sponsibility in financial and economic administration. Between the central go- 
vermment, the localities and the enterprises, there is much confusion in such matters 
as the centralization and division of power. Where power should be centralized it 
is not centralized and when it should be divided it is not divided. Ail these 
fectors serously impede the correct exercise on the part of finance of its function 
of regulating the proportionate relationship between accumulation and consumption. 
At present, in order to strengthen the function of finance to effect a rational 
proportionate relationship between accumulation and consumption we must, in reform- 
ing financial and economic structure, give finance its proper place in economic ad- 
ministration, strengthen the responsibility of financial work, and correctly handle 
the questions of centralization of power and division of power in financial work. 


First of all, the financial departments gust be given the responsibility of realizing 
a correct proportionate relationship between accumulation and consumption. The 

fact that finance plays a decisive regulatory role over the proportionate relation- 
ship between accumulation and consumption objectively determines that departments 
handling financial work gust shoulder this responsibility. Unfortunately, for a 
prolonged period of time, financial departments did not and could not take up this 
responsibility. But a fundamental measure to insure a harmonious relationship be- 
tween accumulation and consumption in the national economy is to strengthen the 
responsibility of financial departments for correctly handling the proportionate 
relationship between accumulation and consumption. To enable the financial depart- 
ments to take up this responsibility requires that they be given appropriate powers. 
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Firet of all, we wuet ineaure that financial departments have the power to determine 
what financial in:ome should consiet of and the power to reject requests to increase 
financial income which have no basis for support. If financial departments were 
forced to add, without any basis, to the income targets, then finance would be un- 
able to shoulder this responsibility. Second, if in planning the disbursements 
finance is require to firmly insist on following the objective quantity limits, then 
it must possess the power to reject demands for investment that violate these ob- 
jec.ive limite. As for planning and arranging for production and construction and 
for distribution of material resources, financial departments should have the power 
to veto plans or arrangements that disrupt the normal proportion between accumula- 
tion and consumption. Only when their powers are not encroached upon can financial 
departments shoulder the responsibility of insuring the realization of a correct re- 
lationship between accumulation and consumption. 


Next, we must strengthen the unification plan of finance and its efforts to achieve 
comprehensive equilibrium. The ratio of deployment of the national income between 
accumulation and consumption is an economic ratio vastly broad in scope. We must 
look at the task with a full perspective of the whole national economy and then work 
out a comprehensive plan. However, the distribution and redistribution of the na- 
tional income, no matter whether it concerns organizing financial income or using 
financial funds, cannot be handled solely by the central financial authorities. 
Instead, local finance at various levels must be depended upon to contribute joint 
efforts. All activities concerning financial income and disbursements on the part 
of localities at various levels necessarily affect the proportion between accumula- 
tionand consumption in the national income. This requires finance to strengthen 
unified planning and to formulate a comprehensive financial plan so that under a 
unified plan, the income and disbursement activities of financial links at various 
levels may be coordinated to realize a rational proportionate relationship between 
accumulation and consumption. 
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NATLONAL POLICY AND ISSUES 


PRC JOURNAL ON DISTRIBUTION ACCORDING TO WORK 
HK290844 Beijing JINGJI YANJIU in Chinese No 11, 20 Nov 80 pp 54-58, 43 


[Article by Wu Dingcheng [0702 7844 2052] of the Economic Institute of the Chinese 
Academy of Social Sciences: “Correctly Understand and Apply the Law of Distribu- 
tion According To Work") 


[Text] In. the articles "Several Problems Concerning Distribution According to Work" 
(GONGREN RIBAO 21 March 80 p 2) and “Preliminary Views on the Principle of Com- 
prehensive Material Interests," (REMNIN RIBAO, 14 July 80, p 5) Comrade Jiang Yiwei 
puts forward some of his initial ideas on how to understand and implement correctly 
the principle of distribution according to work and on the reform of the wage and 
welfare system. [Hereafter all quotations without attributation are from these two 
articles] If it is considered necessary to implement comprehensively the principle 
of material interests, "we must let the masses of people see and feel both indivi- 
dual and overall material interests and see the direct relationship between indivi- 
dual and overall interests as when a boat goes up as the river rises." "We must 

let the broad masses of laboring people feel directly that individual interests 
depend on each individual's work ability and contribution and that they derive from 
the fruit of collective labor and also from the economic development of the country. 
Jiang Yiwei advocates that “under the socialist system, individual material inter- 
ests of scaff members and workers should come from three sources: the first is in- 
dividual wages, the second is collective welfare services of enterprises, and the 
third is welfare services of society. For quite a long period of time to come, 
income from wages will still be the chief source of individual interests. But 

with the development of socialist construction, the proportion of collective and so- 
cial welfare will increase day by day." These ideas are noteworthy, but some of the 
problems need further study. The following are some of ay opinions which have not 
yet been considered thoroughly. 


l. Is Marx's Tenet of Distribution According To Work Suitable for Large-Scale 
Production With Socialized Labor? 


Comrade Jiang Yiwei holds that “in order to facilitate the explanation of the tenent 
of distribution according to work, Marx used simple commodity production as a format, 
whereas in our actual life, small-scale producti based on individual labor no long- 
er exists, and what we have is highly socia'ized large-scale production." We con- 
sider that Marx's scientific exposition on the tenet of distribution according to 
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work was not based “on the format of simple commodity production" at all, but rather 
on socialized large-scale production. Marx said that during the stage of socialian, 
“the individual producer receives from society--after deductions have been made-~ 
exactly what he gives to it. What he has given to it is his individual quantum of 
labor.... He receives a certificate from society that he has furnished such and 
such an amount of labor (after deducting his labor for the common funds), and with 
thie certificate he draws from the social stock of the means of consumption as much 
as ‘he same amount of labor would cost. tHe gives to society in one form the same 
amount of labor he receives in another." ("Seclected Works of Marx and Engels," 
"Critique of the Gotha Program," vol 3, pp 10-11) Marx's exposition on distribution 
according to work is well-known to all. Is the economy in the socialist society 
mentioned here by Marx an economy of simple commodity production then? Not at all. 
Marx said, "Within the cooperative society based on common ownership of the means 
of production, the producers do not exchange their products, nor does the labor 
employed on the products appear here as the value of these products, as an objective 
quality possessed by them, since now, in contrast to capitalist society, individual 
Labor exists in an indirect fashion but directly as a component part of total labor." 
(Ibid) Engels also made a similar exposition: "Once society possesses the means of 
production, commodity production will die out and so will the domination of products 
over producers. The situation of anarchism within social production will be re- 
placed by planned and conscientious organization.” ("Selected Works of Marx and 
Engels,” “Anti-Duhring,” vol 3, p 323) In other words, Marx and Engels, according 
to the situation of the economic development of the advanced--such as England, 
France and so on--capitalist countries in the 1970's of the 20th century, anti- 
cipated that the proletariat would first win a revolutionary victory in these coun- 
tries and would construct socialism on the basis of a rather well-developed social- 
ized labor and large-scale system of production. Thus, there is a marked differ- 
ence between the socialism anticipated by Marx and Engels and the reality of our 
socialism. First, it has a unitary system of public ownership, whereas in our so- 
cialism, the system of ownership by the whole people and thesystem of ownership by 
the collective exist simultaneously, together with a small quantity of the system 
of individual ownership. Second, its social productive force reach quite a high 
level, whereas we are building socialism on the basis of a backward economy of a 
semicolonial and semifeudal society with a very low level of productive forces. 
Third, under the circumstance of a unitary public a@mership and rather high level 
of productive forces, the relation between commodity and money dies out, the cate- 
gory of value no longer exists and the labor coupon becomes a common torm of pay- 
ment for labor, whereas it is still necessary for us to develop commodity produc- 
tion with great effort, to extend the circulation of commodities and to use monetary 
wages. To sum up, the socialist society articipated by Marx and Engels has quite 

a well-developed, socialized labor, large-scale system of production and does not 
take simple commodity production as a format. On the contrary, in our present 
real-life situation, small-scale production based on the individual labor force 
makes up a certain proportion and the degree of the socialization of production is 
not high. Therefore, the belief thac Marx's tenet of distribution according to 

work is based on simple commodity production, and that we already have a highly 
socialized labor, large-scale system of production, and that consequently, the 
thesis that "Marx's classical explanations of distribution according to work cannot 
be applied in practice in an oversimplified way," not only is not in conformity 
with out actual life today but also is not in conformity with the historical course 
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of the idea of acientific socialiem. Firet, the capitalism personally observed by 
Marx and Engels was still nonmonopoly capitaliem. They explicitly pointed out that 
the basic contradiction of the capitalist society was the contradiction between 
socialization of production and private ownership, and consequently they ecientifi- 
cally foresaw that "when the concentration of the means of production and the so- 
cialigation of labor reaches a stage which is incompatible with their capitalist 
shell, the shell will explode." (Das Kapital," Peaple's Publishing House, 1974, pp 831- 
832) Thus, after winning the socialist revolutionary victory, the proletariat can, 
of course, only further develop the system of socialized labor, large-scale produc- 
tion on the original basis and cannot return to the small-scale production based on 
individual labor. How can it be imagined that Marx expounded the tenet of distribu- 
tion according to work on the basis of simple commodity production? Second, Lenin 
and Stalin personally saw the development of capitalism from nonmonopoly capitalism 
into monopoly capitalism, that is, the stage of imperialism, in which production was 
highly concentrated and labor further socialized. However, Lenin summarized the 
tenet of distribution according to work as "Getting back an equal amount of product 
for an equal amount of labor,” and realizing “equality in labor and equality in 
payment.” Based on experience in socialist const~uction, Stalin further developed 
the tenet of distribution according to work into "from each according to his ability, 
to each according to his work." All this shows that Marx and Engels foresaw that 
the socialist society would be one with a socialized labor and large-scale system 

of production. Besides, Lenin and Stalin actually saw that the socialist society 
could only be one with a socialized labor and large-scale system of production. Pro- 
ceeding from the prerequisite of socialized labor and large-scale system of produc- 
tion, they put forth that a producer's labor quantity and quality were taken as a 
standard for measuring the distribution of individual means of consumption. 


Comrade Jiang Yiwei also holds that “Marx's explanations of distribution according 
to work can only be understood as a tenet and cannot be applied to practice in a 
simplistic way." As is mentioned above, Marx's scientific exposition on distribu- 
tion according to work was put forward on the basis of a socialized labor and large- 
scale system of production in a socialist society and not on the basis of a simple 
commodity production. This being the case, Marx's classical explanation of the 
-enet of distribution according to work can certainly be applied in practice to 
sovialist construction. In practice, many countries in which the proletariat have 
achieved victory through revolution have adopted various forms to implement the 
principle of "getting an equal amount of product for an equal amount of labor" 

and have been giving more to those who work more and conversely to those who work 
less. They have defended the personal interests of the laborers and aroused their 
enthusiasm in production. Deviation from this law will either give rise to equali- 
tarilanism or widen the gap between those who have more and those who have less in 
the distribution of the individual means of production, thus dampening the enthus- 
iasm of the laborer and damaging the productive forces. There have been serious 
lessons in this respect both abroad and in China. Of course, in some departments 
and units, where the degree of socialization in production is comparatively high, 
there actually exists the situation where "within an enterprise, individual labor 
can only form a part of the product and individual labor can become effective labor 
only after the whole product is completed by the effort of all the laborers of the 
enterprise." Therefore, no one can say that a certain product is produced by “him.” 
But from this we cannot draw the conclusion that since not any one of the products 
is produced by any individual producer, it is impossible to measure the amount of 
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labor furnished by each producer, and “it is impossible to evaluate directly the 
individual labor costriburion.” If we say that because products are produced col- 
lectively, “it is impossible to evaluate directly the individual labor contribution," 
then, according to this logic, it is not only impossible to carry out business ac- 
counting in teams and groups and in workshops and to determine separately their 
collective contribution, but it is also impossible for enterprises which produce 
parts to carry out business accounting independently and to determine their own 
collective contribution. It follows that only enterprises which undertake to as- 
semble and produce finished products can carry out business accounting independently 
and know their own collective contribution. If that is really true, the so-called 
“distribution according to work to be effected after distribution according to col- 
lective contribution of enterprises," and “distribution according to work within 
enterprises should also stress distribution according to labor contribution of 

small collectives," have all become unrealizable, empty words. Even if enterprises 
which produce finished products can calculate their own collective labor contribu- 
tion, individual labor quantity cannot be determined. What then is to be used as a 
basis for measuring the distribution of individual means of consumption? I think 
that under the circumstance of socialized large-scale production, each product is 
the fruit of collective labor, and not the fruit of any individual's labor. This 

is a fact. However, through social practice it is still possible to determine the 
amount of labor furnished by each producer according to how he takes part in pro- 
ductive labor. The method of fixed labor quotas commonly adopted in different trades 
and professions is proof. As for producers working on a production line, it is dif- 
ficult to calculate the number of products each of them produces. This only shows 
that the piecework wage system is not suitable for the fixed quota method. Even 
under these circumstances, time of labor, intensity of labor, degree of proficiency, 
safety operation, maintenance of equipment, cooperation and coordination, 

product quality, economization on materials and so on can be used to determine the 
amount of labor furnished to society by each individual producer, which serves as 

a basis for the distribution of individual means of consumption. 


Again, Comrade Jiang Yiwei holds that under the existing conditions of commodity 
production and money circulation, "the contribution made to society by an enterprise 
as a whole can only be evaluated by the total value of the products it hands over 

to society. It is impossible to evaluate directly the labor contribution of an 
individual.” Is this really so? Judging the intent of the statement, it really 

is like this. The products of an enterprise are produced by everyone together, and 
a sum of money is obtained after selling the products. It seems impossible to find 
out how auch the labor contribution of one worker is. However, it is still possible 
to calculate the labor contribution of each producer if we strengthen enterprise 
management and fix properly the amount of staff and quotas, so that the output is 
counted, the quality is checked, the consumption has standards, the costs of pro- 
duction are calculated, the rate of attendance is recorded, the work is evaluated, 
the workpoints are allotted as in production teams, and comparisons are made be- 
tween labor workpoints, total output value and net output value. This kind of 
calculation cannot be absolutely exact, but if we practice it continously and make 
summation and improvements continuously, we can calculate more exactly with each 
passing day the labor quantity of each individual producer. 





Generally speaking, the Marxist tenet of distribution according to work is certain- 
ly applicable to a socialized labor and large-scale system of production. It is 
applicable when commodities and money still exist and it is also applicable after 
commodities and money have died out. That is to say, it is applicable throughout 
the whole historical stage of socitalisa. 


2. What are the major problems in wage relations? 


There are a lot of problems in our present wage system. What really are the major 
problems if our scope is confined to wage relations alone? We must make this point 
clear before we can suit the remedy to the ailment. It is necessary here to review 
history. After the wage reform in 1956, wages were adjusted a total of 4 times in 
the 21 years from 1956 to 1977. The shortest period between adjustments was 3 years 
and the longest 8 years, so the chances of promotion for staff members and workers 
were very few, resulting in the pheaomenon of equalitarianism--having "several 
generations" of master workers and apprentices “in the same hall." Besives, dif- 
ferences in types of labor were over emphasized in the wage reform of 1956 so that 
the standard wages for some types of work in production were on the low side. For 
exanple, in industry, the wages of staff members and workers in some light industries 
were on the low side. Among industry, agriculture and commerce, the wages of staff 
members and workers of farms and commerce were on the low side. Between departments 
which produce materials and which do not produce materials, the wages of staff mem- 
ber and workers of the latter were on the low side. Between physical and intellec- 
tual workers, the wages of ordinary intellectual workers were on the low side. 

Among different regions, the wage grades of some regions also appeared to be slight- 
ly too low because of changes in the economic situation. 


Let us look at the bonus system. It also has many problems. If, disregarding whether 
an enterprise has overfulfilled its productiontasks and disregarding whether staff 
members and workers themselves have furnished extra labor, bonuses are distributed 
as a certain percentage of profits or of total wages and are distributed matter of 
factly month after month, with each person having a share, then they have actually 
become a form of supplementary wages. This phenomenon of equalitarianism is quite 
common. What is more, owing to various objective reasons, profits can vary among 
diiferent enterprises. If bonuses are distributed according to profits before ad- 
justments are made with regard to economic measures, the situation of having unequal 
shares of hard and easy jobs appear. Few institutions distribute bonuses. Schools 
usually do not distribute bonuses. Party organs, the government and the army do 
not distribute bonuses at all. Thus, differences emerge in material treatment given 
to staff members and workers of enterprises on the one hand and those of nonenter- 
prise units on the other. These new situations have already attracted the atten- 
tion of the people. 


Generally speaking, equalitarianism exists quite commonly to varying degrees in 
standard wages within the same type of production work and in bonuses within the 
same enterprise. Some standard wages are on the low side for different types of 
production work and for different regions. Bonuses are distributed in different 
enterprises irrespective of the difficulty of the job. Unreasonable differences 
‘xist in the material treatment of staff members and workers of enterprises on the 
one hand and that of nonenterprise inits on the other. These are the major problems 
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of the present system of wage relations. Only if these problems are studied in ac- 
cordance with facts, if the law of distribution according to work is correctly ap- 
plied and if feasible and reasonable measures are put forth can the enthusiasm of 
the broad masses of staff members and workers in the production system be brought 
into full play. Comrade Jiang Yiwei holds that "the first problem to solve should 
be indifference to good or bad work among different enterprises. Only then can the 
distribution problem within enterprises be solved.... If this problem of distribution 
according to work on a larger scale is not solved, and if distribution according to 
to work is carried out only for the individual within enterprises, th a we are put- 
ting the cart before the horse." "If the problem of large-scale equalitarianism in 
enterprises is solved first, and if distribution according to work is carried out 

in smaller collectives within enterprises, where the result of labor or work can be 
calculated more easily, and equalitarianism among mall collectives is overcome-- 
if these two types of equalitarianism are overcome, then a small amount of equali- 
tarianism within small collective will not affect the situation as a whole but will 
even do it good."" We do not fully agree with this view. Indeed, the problem of 
equalitarianism among enterprises and among workshops is very serious and should 

be solved, but it is not part of the problem of distribution according to work. We 
will discuss it again later. As for the distribution of individual means of con- 
sumption, we consider that we must use labor as a measure and must deal with it 
according to the concrete situation in order to overcome equalitarianism. That "a 
small amount of equalitarianism will not affect the situation as a whole but will 
even do it good" is really difficult to understand. If such a path is followed, 
equalitarianism within enterprises will be moe serious and the phenomenon of dis- 
tributing bonuses irrespective of the difficulty of the job will be even more con- 
spicuous. 

3. How to link material interests of staff members and workers with achievements 

of enterprise management? 


Comrade Jiang Yiwei holds that "when we presently talk about distribution according 
to work, we often do not proceed from comprehensive material interests, leave out 
some links and merely talk about distribution according to individual labor ability 
and the amount of contribution. In theory it is defective and in practice it leads 
to laborers separating individual interests from collective interests and state 
interests and laborers paying attention only to individual material interests while 
ignoring the results of collective production and management or the economic de- 
velopment of the country." Here we must first make it clear as to when we talk about 
distribution according to work, are we "only paying attention to individual material 
interests"? We consider that: First, viewed from the distribution of individuai 
means of consumption, to implement distribution according to work is to solve the 
problem of integrating labor quantity furnished by individuals with the amount of 
social payment, that is, to solve the problem of individual material interests. 

But viewed from the distribution of the total products of the society, the pre- 
requisite of distribution according to work is the integration of the material 
interests of individuals, collectives and the state. It means that the distribution 
of individual means of consumption according to work is carried out after various 
deductions from the total products of society have been made. Therefore, distribu- 
tion according to work follows the principle of integrating individual interests 
with overall interests and integrating immediate interests with long-term interests 











and is based on appropriately handling the relations of material interests among in- 
dividuals, collectives and the state. It by no means causes people to care only 
about individual interests and immediate interests. Of course, in actual life the 
phenomenon of the so-called "paying attention only to individual material inter- 
ests without paying attention to either results of collective production and manage- 
ment or the economic development of the country" does exist, but these are problems 
in actual work whfch need studying and solving. It is also proof of not correctly 
implementing the principle of distribution according to work and it is not a result 
of "merely talking about distribution according to individual labor ability and the 
amount of contribution." 


Comrade Jiang Yiwei also holds that “if Marx's notion of distribution according to 
work is changed into: Each enterprise makes labor contribution to society, and, 
after various deductions, receives from society exactly what it has furnished to 
society, it then will suit the actual conditions of our country." As I understand 
it, this actually means direct distribution according to profits of enterprises. 
Will this really work? First, judging fromthe point of view of individual producers, 
if we say “distribution according to work should first be based on distribution 
according to collective contribution of enterprises," we are bound to give people 

a false impression: since everyone takes part in collective labor, everyone should 
have a share in the distribution, so it is reasonable to “eat in the canteen the 
same as everyone else" whereas it is groundless to deal with different people in 
different ways. Equalitarianism within enterprises will surely be encouraged and 
labor enthusiasm dampened. Second, judging from the point of view of enterprise 
profits, it outwardly is a complex reflection of the fruit of collective labor of 
enterprises but in reality it is related not only to individual labor and collective 
labor of the entire body of staff members and workers of respective enterprises but 
also to various objective factors. For example: 1) Though enterprises may have 
similar conditions, those better organized and with more advanced techniques and 
equipment make greater profits because of less material consumption, higher labor 
productivity and consequently lower production costs. These greater profits are the 
results of state investment. 2) Though mines and enterprises may have similar con- 
ditions, those with rich resources, mineral reserves of high grades and simpler 
operations, and farms with better climate and geology are bound to have more profits 
than their counterparts which do not. The extra profits are "differential income" 
which are derived from natural conditions. 3) Profits from exported commodities 

are usually more than those of commodities only sold on the domestic market. Profits 
of products for military use are usually more than those of products for civil use. 
Profits of high-grade products are usually more than those of low-grade products and 
so on. Such differences in profits are caused by differences in the processing 
structures of products. 4) Difference in external conditions such as transportation, 
supply and marketing also causes differences in profits. Under similar conditions, 
enterprises which have communication and transportation facilities, which have a 
regular supply of raw materials, fuel and power and which have unimpeded channels 

for selling their products are bound to have moreprofits. 5) The influence of higher 
or lower prices and of higher or lower tax rates over profits of enterprises is 

now especially obvious. Therefore, if wages of staff members and workers are de- 
cided in an oversimplified way, that is directly calcualted to the amount of each 
enterprise's profits, it will undoubtedly lead to enterprises unequally distributing 
the hard and easy jobs. This deviates from the basic requirements of distribution 
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according to work. Third, judging fromthe point of view of the basics of political 
economy, what the central and local authorities receive all belongs to the category 
of “social deductions," and the portion from enterprise income used for the produc- 
tion fund, the reserve fund and the welfare fund also belong to “social deductions." 
Only the portion used for bonuses and annual dividends belongs to the category of 
distribution according to work. Comrade Jiang Yiwei holds that "distribution accord- 
ing to work by society to enterprises is chiefly reflected in distribution of total 
wares plus profits of enterprises." Hence the portion from enterprise income used 
for the production fund, the reserve fund and the welfare fund is also distribution 
according to work. This is worthy of further study and discussion. 


From the three points mentioned above, to change Marx's distribution according to 
individual labor of producers ‘» an oversimplified way into "distribution accord- 
ing to collective labor of enterprises," that is, direct distribution according to 
profits of enterprises, in theory, needs further study and discussion and in prac- 
tice does not work. It will even bring about serious consequences. 


How can material interests of staff members and workers be linked with achievements 
of enterprise management then? First, we consider that linking material interests 
of staff members and workers with achievements of enterprise management here does 
not mean fixing the wages of staff members and workers in an oversimplified way accord- 
ing to profits of enterprises but means using a portion deducted from enterprise 
income or profits for bonuses and collective welfare so that staff members and work- 
ers can see economic interests brought about by satisfactory individual labor and 
collective labor. In the future, when conditions are ripe, we can consider linking 
the range of promotion of staff members and workers or the level of their standard 
wages with achievements of enterprise management so as to further arouse the en- 
thusiasm of staff members and workers to do a good job together in enterprise man- 
agement and to raise the economic results. Second, to link material interests of 
staff members and workers with achievements of enterprise management, we must pay 
attention to solving the problem of unequal distribution of hard and easy jobs 
among enterprises. The thorough way to solve the problem of enterprises having un- 
equal distribution of hard and easy jobs is to make use of such eccnomic levers to 
adjust excess income brought about by various objective factors as collecting charges 
for using fixed assets and circulating funds, levying resources tax and income tax, 
adjusting prices of products, and reforming the tax system and so on, so that prof- 
its of enterprises can basically reflect the total fruit of individual labor and 
collective labor. If material interests of staff members and workers are linked 
with achievements of enterprise management on this basis, both the fundamental re- 
quirements of distribution according to work can be fulfilled and the problem of 
enterprises having unequal distribution of hard and easy jobs can be avoided. But 
at present, this camnot be done in one step. We can only adopt some transitional 
methods to carry out adjustment. For example, we can first affixthe amount of 
bonuses to be set aside by deciding the percentage of bonuses in regard to total 
wages and then decide the percentage of such bonuses in regard to profits and final- 
ly in accordance with the potentials of different enterprises determine separately 
the percentage for setting aside bonuses according to profits of enterprises. In 
this way, although requirements for distribution according to work cannot be fully 
met, the problem of enterprises having unequal distribution of hard and easy jobs 
can be solved on the whole. 





Moreover, Comrade Jiang Yiwei deems it “necessary to set the target for raising 
wage standards in the state plan for economic development. With the fulfillment 

of the plan for national economy, different grades of wage standards can be gener- 
ally raised to a certain extent. In other words, if the actual ability of a staff 
member or a worker have not been raised and he cannot be promoted within a certain 
period, but his wage level can still be raised as a result of the development of 
state economy, it will then make him feel that individual interests are closely 
linked with the development of state economy." We consider that in principle it is 
absolutely correct to make staff members and workers see the direct relation between 
individual interests and the development of national economy. However, the way to 
realize this needs further study. 1) We must proceed from the actual conditions of 
our country and adopt practical and feasible measures. At present, there are numer- 
ous wage problems in our country and we simply do not have conditions for generally 
raising the wage standards. Therefore, the more practical and feasible steps should 
be: first matching wage grades with technical grades, technical titles and academic 
titles progressively so that wages ofmiddle-aged staff members and workers can be 
raised more quickly. This leads to the realization of the principle of distribution 
according to work and arouses the enthusiasm of key vocational workers and at the 
same time solves the rather glaring problems in wages. It is like killing two birds 
with one stone. 2) Grant a certain amount of subsidies to staff members and workers 
in accordance with their length of service. This does not deviace from the prin- 
ciple of distribution according to work, and can also increase monetary wages of 
staff members and workers who have not been promoted for many years. It at least 
insures actual wages do not decrease. Of course, a certain material base must exist. 
We can only work to actively create conditions and gradually carry out this plan. 

3) We should follow the principle that particular things develop with the improve- 
ment of the general situation, and adjust prices according to the situation of pro- 
duction and circulation. Monetary wages should also be adjusted to insure the 
actual income of staff members and workers does not decrease further so as to 
stabilizethe livelihood of families of staff members and workers. This is an inm- 
portant problem concerning production, circulation and distribution and must be 
studied and solved as soon as possible. Finally, with the development of the na- 
tional economy, collective and social welfare should be extended correspondingly 

so that the broad masses of staff members and workers can reaily feel that individual 
interests are closely linked to achievements resulting from enterprise management 
and the development of the national economy, and their initiative and enthusiasm 

in doing a good job in the four modernizations can be aroused. 


To sum up, following Marx's tenet of distribution according to work, when we talk 
about more pay for more work, we do not mean to consider only individual interests 
hut to take the integration of individual interests with collective interests and 
the integration of immediate interests with long-term interests as a prerequisite. 
When we talk about relating material interests of staff members and workers to 
achievements of enterprise management, we do not mean distribution according to 
profits of enterprises in an oversimplified way but to integrate appropriately ma- 
terial interests of staff members and workers with individual labor and collective 
labor and staff members and workers. 


CSO: 4006 
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MINERAL RESOURCES 


DEVELOPING COAL DRESSING, PROCESSING SAID IMPORTANT IN RESOURCE CONSERVATION 
Beijing RENMIN RIBAO in Chinese 23 Oct 80 p 2 


[Article by Hao Fengyin [6787 7364 0603], Deputy Chief, Production Division, 
Ministry of Coal Industry] 


[Text) Editor's Note: Coal dressing is an indispensable link in coal production. 
Dressed coal and undressed coal are very different. Dressing can improve the 
quality of the coal, increase the varieties, raise the heat efficiency, and save 

on transportation. The gangue left from dressing may be used as low quality fuel 
and to manufacture cement. The rate of dressed coal in China is very low, always 
fluctuating at about 18 percent over nearly 20 years. It appears that coal dressing 
and processing should be emphasized and developed step by step in a planned manner. 


China's energy utilization rate is very low. It is pre iiminarily estimated at 

28 percent only, while the heat energy utilization rate of coal is below 25 percent. 
One of the reasons of this con dition is the low ratio of dressing. The quality 

of the products is poor, the varieties are few, and the utilization is not reasonable. 


Dressed and Undressed Coal Are Not the Same 


Dressing is an important measure to improve the quality of the coal products and 
to increase the varieties. The development of dressing and processing coal for 
reasonable utilization of the coal resources has important significance for the 
entire national economy. In some developed nations, the ratio of dressed coal is 
above 85 percent. 


When raw coal is dressed, it is divided into different grades or varieties of 
different qualities to supply to different users. The economic efficiency of 
dressing may vary. First, it may effectively improve the burning efficiency to 
raise the heat energy utilization rate. Second, after dressing and processing 
the gangue and the ash of the raw coal are either eliminated or utilized locally. 
This fact alone may save more than 15 percent of coal transportation volume. 
Third, dressing may improve the value of coal products. Dressing may improve 30 
percent of the value of coking coal and 20 percent of that of power coal. On 
the national average, the value of one ton of raw coal may increase 5 yuan. 
Fourth, the coal resources may be more fully utilized; the area of mining of Ic» 
grade coal may be expanded and the ratio of mechanized mining may be raised. The 
gangue left from dressing may be processed into low quality fuel and construction 
materials. Due to these advantages of coal dressing, all countries of the world 
are trying to develop coal dressing and processing induatries. 
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Slow Development of the Dressing Industry Has Unfavorable Effects on the National 
Economy 


Since the establishment of the country, the ratio of coal dressing in China has 
been growing. At present, there are 102 coal dressing plants in the country, with 
« total capacity of 110 million tons. The growth of the ratio has been slow, 
however, and it has stayed at about 18 percent in nearly 20 years. Due to the slow 
growth of the dressing ratio and the imbalance between mining and dressing, the 
heavy burden is felt throughout the entire national economy, and manifested 
especially in the following four aspects: 


(lL) The ash content of coal is high and the varieties are few. At present, more 
than 80 percent of the users are using undressed and unprocessed coal with very 

low utilization rate of heat energy. The energy consumption for producing one 

ton of steel in China about doubles that in Japan and the poor quality of the 

coking coal is an important reason. The ash content of China's coking coal averages 
at 10.5 percent while it is generally 7-9 percent in foreign countries. The 
furnaces of the thermoelectric power stations should be supplied with pulverized 
coal but in fact most of them are provided with raw coal. The rate of coal 
consumption per kwh is about 50 percent higher than that in Japan. 


(2) This fact increases ineffective transportation for the railways to cause the 
transportation situation to be more tense than it should. According to statistics, 
due to the fact that most of the commercial coai is undressed raw coal, the ash 
and gangue contents are high and they increase by about 30 million tons railway 
transportation volume every year. 


(3) The waste of coal resources is serious. Only about 100 million tons of 
generally distributed coking coal is dressed every year, while more than 100 
million tons of that is burned as power coal. Some varieties of Chinese coal 
having very high reputation on the international markets, such as the antracite 
of Yangquan, the raw coal of Taiyuan, the high adhesive coal of Fengfeng and 
Keiluan, etc. can compete very favorably, but due to lack of dressing process, 
) percent of these are burned as raw coal. If all these are dressed and processed, 
the quality of refined coal may be greatly .mproved (the equivalent of increasing 
the quantity of high grade coal). A cond .ion may be created for the users to 
save energy resources and a portion of these may be exported to earn foreign exchange. 


(4) Evironmental pollution is made to be more serious. It is estimated that when 
every 10 million tons of raw coal is burned, 2 million tons of coal ash, 300,900 
(ons of smoke dust, and 30,000 tens of sulfur dioxide are produced to cause serious 
pollution. If the cities burn dressed coal instead, the extent of pollution may 
be obviously reduced. 


In the future, the degree of mechanization of coal mining will continuously increase 
and the condition of coal mining will worsen while the quality of the raw coal 

will also drop. If the ratio of dressing is not increased, by 1985, the ash content 
of raw coal may increase to 30-32 percent and the ash content of commercial coal 

will also raise to 26 percent. For this reason, more ways must be found concerning 
dressing and reasonable utilization, otherwise the problem of environmental pollution 
will necessarily become more severe. 
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Policy Must be Adiusted to Develop Dressing Processing 


How can the coal dressing process be quickly developed to change the present 
condition of imbalance? Firat of all, in the idea of direction, the development 
of dressing process should be regacded as the important measure for opening the 
resources for energy condervation and for changing the structure of coal products. 
Second, coal products must be developed in the direction of improving the heat 
energy utilization rate, reducing environmental pollution, enhancing the advantage 
of coal, and guaranteeing export needs. At the same time, there should also be 
necessary reforms and adjustment in the existing management system and economic 
policy. 


(1) The existing product planning, management, and quantity computation in mainly 
unit as of -aw coal should be changed. The production plan and inspection 
standard of state-operated coal enterprises use raw coal tonnage indices, and the 
various technical and economic indices, consumption limits, awards, and distribu- 
tions are all tonnages of raw coal. The quality of the products and the number 
of varieties are not regarded as major inspection indices. For this reason, many 
coal mines give first consideration to the completion of the raw coal production 
plan. They are not willing to develop coal dressing. Some coal mines have 
dressing plants but are not using them. Although the quantity of raw coal produc- 
tion in China increases continuously, the ash content of the raw coal increases 
with it. The coal production of coal mines in 1965 was 170 million tons; it rose 
to 340 million tons in 1980, but the ash content of the raw coal also increased 
from 21 to 25 percent. Of the 170 tons of increased coal production, the ash 
increase factor took about 14 million tons. This type of emphasizing quantity of 
production but not the quality must be changed. In future management, the coal 
industry must use quality of the products and varieties of the coal as standards 
of inspection. In computation, China must be like the majority of the countries 
of the world, using standard coal or commercial coal as the unit of calculation, 
so that the plan management may be scientific while the coal mines may also be 
encouraged to develop dressing process to improve the composition of the coal 
products and to save the volume of transportation. 


(2) The existing coal product distribution system should be changed. For a 

long time, coal has been managed in China as a general distribution material and 
not as a supplied merchandise. The existing coai products distribution system is 
very unreasonable. The producer, the transporter, the seller, and the user do not 
see one another. The production unit just produces; the distribution department 
only distributes in accordance with the production tonnage plan; the user cannot 
have direct link with the production unit and has no right of choosing products. 
Consequently, the product and variety ar: not fitting. Whac is supplied is not 
what is needed to create serious waste. Some local economic committees or related 
departments are afraid of dressing loss. The dressing process will affect the 
cuantity of tonnage for distribution. After dressing, the superior quality products 
(with heat energy of 6,000-8,000 Cal) will be transferred out of the area and the 
by-products (with heat energy of 3,000-4,000 Cal) are retained for local use. 

For this reason, they cannot be positive about dressing. It is suggested that 

in the future, there should be unified management for production, supply, and sale. 
Under the unified plan, economic gethod is employed for scientific distribution 

to achieve high quality, multiple variety, individualized supply, and reasonable 
utilization. Different varieties are supplied to meet different needs of different 




















customers, #0 a8 to maximize the savings of the transportation capacity and improve 
the heat energy utilization rate of coal. The user and the production unit should 
sign contracts directly so that the supply will reach the designated areas and the 
quality will be stable. 


(3) The existing pricing policy should be reformed. The existing price of coal 

products is generally too low, and the price difference between coal products is 

also not reasonable. This unreasonable policy should be changed to that of high 

price for superior quality and low price for inferior quality. The price should 

be determined according to the quality so as to encourage dressing. The function 
of pricing and taxing should be used to raise the tax rate of the raw coal and to 
limit the direct sale of raw coal for the purpose of encouraging the development 

of dressing processing. 


(4) New techniques, new work processes, new equipment, should be adopted to estab- 
lish a complete system of designing, researching, manufacturing, constructing, 
producing, and assembling industries. The present coal dressing procedure should 
be reconstructed to accelerate the design and construction of new plants. 
Scientific research of coal dressing should be strengthened as well as the leader- 
ship in developing, reforming, and reconstructing work. The development of coal 
dressing was not emphasized in the past. Most plants are using equipment and work 
procedure of the 50's so that the cost of constructing a coal dressing plant is 
high, the construction takes a long time, the work procedure of the plant is 
backward, the ash content of the products is high, the moisture content is great, 
and the environmental pollution is serious. In the future, the condition of a 
single product, such as the coking coal dressing plant produces only coking coal, 
must be changed. A system of capability of producing multiple products aust be 
developed to grow in the direction of large size, high efficiency, and simplified 
plants. 


As China's coal dressing engineering is backward, the mines are distributed in 
many areas and medium and small mines occupy a large ratio, attention must be 
g'ven to develop practical dressing processes. The piant should be at a suitable 
site to achieve economic efficiency so that the user and the coal mine may both 
reap the benefit. Coal dressing plants of new mines and key old mines should be 
coordinated and expanded. For very old mines and small gines producing coal to 
be sold in nearby areas, moveable dressing plants may be developed or simplified 
technique of improving the qualicy of the coal may also be adopted. 
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